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This is a collection of basic reading on 
cable television. 


It includes two reports by staff members of 
the Commission, two outside reports (one from the. 
Dominion Bureau of Statistics, and one from a private 
agency) on Canadian cable television, the brief of the 
Canadian Cable Television Association, three Rand Reports, 
and a staff report of the Federal Communications 
.Commission. 


; The first Rand report in this collection 
devotes about one third of its length to a study of the 
National Cablevision system in Montreal. 


The second and third Rand reports deal chiefly 
with economics. The second report, by Johnson, summarizes 
many of the findings that are documented in considerable 
detail in the third report. 


The FCC staff report, which is the final 
document in this collection, also deals chiefly with 
economics; and some of its findings, also, are summarized 
in the Rand report by Johnson. 
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ABSTRACT 


The purpose was to assess potential for community 
programming by cable systems and recommend a procedure for deter- 
mining what should be required of such systems. 


Seven systems engaged in cablecasting were studied, 
and the results have been divided into program aspects and financial 
aspects. 


The systems were found to originate between 4 hours 
and 35 minutes, and 35 hours per week of local programs. Some 
systems repeated these programs frequently, others not at all. 
Community response to the service has so far been encouraging. 


The minimum cost of cablecasting equipment was 
found to be about $10,000 and the minimum annual budget for cable- 
casting was found to be approximately $20,300 if the system were to 
produce four hours per week. It was found that the maximum amount 
of profit likely to be spent on cablecasting was 30 per cent, and 
that for a system to generate sufficient profit to cablecast, it 
would have to have 4,500 to 5,400 subscribers. 


The study concludes by proposing three approaches 
to regulation of cablecasting: the requirement that all systems 
of more than 5,000 subscribers must originate local programs; a 
formula based on financial returns from the systems; or the develop- 
ment within the Commission of internal guidelines based on profita- 
bility and penetration, to be applied during the license renewal 
process. 


PREFACE 


in Mayor this year, the Broadcast Programmes Branch 
initiated a study of community programming. Under the direction 
OfURUW. Nichols, at was to assess the potential for community 
programming by individual cable systems and recommend an 
administrative procedure for determining how much might be 
expected of each system. 


inetortotnalentan was to collect ‘the information © 
bemvevedirelevantito the study.and collate it into a systema- 
tic) form for examination and appraisal. if was, thouenc’ that 
from the appraisal, a formula could be devised which, when 
applied to the relevant information. on each system would deter- 
Mines werner Ene system could be.expected to caplecast, and if 
SOPMNOWEMNGch. ma DuemtO aetack of information ‘on cable television, 
we were unable to develop the formula. fn your anitisl attempts 
we encountered two major stumbling blocks: establishing what 
information was relevant; and discovering where it could be 
obtained. We decided to go back to fundamentals and develop 
an understanding:-of cable television in general and cablecasting 
inespeca tic ..: 


A Study was made of seven cable systems in Quebec and 
Ontario engaged in cablecasting. 


The Systems were - National Cablevision 
London T.Ve Caple Services 
Terra Communications 
Guelph Cable TV. 
Rogers Cable 
Ottawa Cablevision 
York Cablevision 


This report will attempt to present an overall picture 
of cablecasting, covering the areas from finance to programming, 
and also to offer some recommendations for the assessment of 
community programming. 


Ree iS 
- R. James 


September, 1970. 


THE PROGRAM ASPECTS 
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Bee e cast inet ) began as an experiment about five years 
O00 inetomercale bute to  erowunwand \devolopmnent were slow fox, the 


firct tapec and a halivyears.") tnen ingtay of 1969 the Commission 
announced eurdelines for tne Only industry which encouraged local 
DELO gcammine bY TCabLercystems  walhis appears) to have been the 


turning point for the development and expansion of cablecasting. 
Thempartsot the euidelines, important tomeaplecasting, development 
was this: 


MCATV Cam ascret, on ame development, of. a 
community identity through locally produced 
Programs; "Chey Can eleo accict provincial,and 
focal suchort tres (anne development, of 

educati ones services... they can participate, in 
ine enrienment, of ptreucommunity Ss) cultural life 
through theydistripution of, Canadian, produced 
films, edueational tntormationpand,other,fiims 
of PDattoubar, 1nteresteprodiced ror, public 
showing but more normally available in that 
area.” (CATV, local programming) should complement 
rather than compete with, programming already 
available.to ithe community through,television 
and commercial movie houses." 


Many concepts of what cablecasting should be have been 
presented to the Commission and quite a few have been put into 
practise. However we believe the total etfect,of this guideline 
Hasinomevet been realized. )) to date. There are over forty wsystens 
either producing or prepared to produce local programs Lobe 
falPeor 970. with almost as many more prepared to initiate this 
service in the’ next tew years. 


Tre suidelinesstaredmarcarly ‘that plocal programming 
should complement rather than compete with programming already 
available and in general, the cablecasters have followed this. 
Prograts, are frequently. produced for minority audiences )7- old 
acemeroupg, eLonic SrOupe Bel Cais audiences which regular 
Sstarions ‘rarely reach. 


Through cablecasting the community has been provided 
with a means of access to the medium, and consequently, most of 
the programs are produced by a co-operative effort between the 
cable systems and the community. In some cases, the, cable. syetem 
only supplies the facilities, and the various groups within the 
community supply the people both on and off, camera to, produce, the 
programs. 5 
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(1) In the report, we have used cablecasting to mean rhatyips Tivos 
a cable operation which deals with the dist Tels ti LO Niet) ie 0 
duction of locally originated programs. We have wise dior he) berm 
Cablevision. if veneral., Coeme.er) EO the’ total service offered 
by the cable system. 
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More general however is the Situation where the cable 
system supplies the equipment and the people to operate it, and 
the people on camera, and the content for the programs, come from 


the community. 


The equipment used for the production of programs does 
not measure up to that of an orthodox television station, but the 
cost involved in setting up a studio seems to be; aaekey shactoriin 


determining whether “a cable: system can involve itself in community 


programming. A studio can be set up for under $10,000. Program 
costs are a fraction of what broadcasters are spending; very Lew 
of the people involved are ever paid and operating costs are 
generaily kept very Low) e'hrogpams are being produced for under 
$7O0Mipes hours \ALthouwgh the productiom sralucs sdo ol measure 
up Gbo une standards of through-the-air broadcasters, the local 
nature and specific aim of the programs seem fo. make. cup: Dor veny 
Yack in quality. The systems are producing anywhere from two to 
thirty-five hours of local programs, with as many as L557 ditzervent 
people appearing weekly in front of the cameras for one system. 
The average system is originating about 10 hours a week. 


As a general observation, cablecasting has generated a 
great deal of excitement and interest #in ‘the communities and 
among the cablecasters. Atbihnoucw Ltitiacvery difficult to evaluate 
the impact.of this type of programming, surveys have been conducted 
to determine who is watching and if the programs are of value and 
interest. No concrete appraisal can be made, but one system, after 
being in operation for less than two months, conducted a survey 
which indicated that 24 percent of its subscribers were watching 


the community programs. 


The majority of cable operators would slike \tonofferythis 


service to their subscribers bat there sare 
In a later section we will present both objective and subjective 
pictures of the financial aspects of cablecasting. 
some general information about community programming wikl thethelps 
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TYPES OF PROGRAMS 


An insight into the various types of programs produced 
for community television is essential in developing an overall 
picture ot community programming. For this reason we have tried 
to use the appropriate medium to convey this information. A video 
tape has. been prepared from a eollection of’ tapesesentrto the 
study group from five of the systems visited. It is designed as a 
montage of community programming and’wevhope it will iliustrate 
the content and quality of the programs these systems wererproauc= 
ing during the winter and spring.of 1970. Wel consider this Videos 
tape, an integral part of this report, and urge anyone mio. £Ssanot 
familar with community programming to spend thirty minutes to view 


financial considerations. 


But before that, 
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SOURCES OF PROGRAMS 


Programs used in cablecasting originate from three major 
sources. 


Local origination is:the most emphasized source of 
programming. It reflects and responds to the interests and needs 
of the community from which it originates; it is for the community, 
-by the community. At Terra Communications in Mississauga a group 
of young people produce a half hour comedy program (bi-weekly), and 
involve themselves in everything from operating cameras to script 
writine. However, not alli programs are produced this way. London 
TV. Gable produces a weekly program for the aged called "Octo- 
gsenatians". | Thisiprogram features a regular host +- a man Of over 
eighty, who invites people of his own age to come on the show and 
discuss the problems of the day. Local origination can be unique 
and imaginative. 


Exchange programs can be of eather general or specific 
intemests but vdeo not originate in the community where they are 
viewed. These programs can be extremely useful, especially when 
they sare directed to ethnic audiences. Such iprograms appear’ to 
be essential in the development of a multi-language concept of 
progeammine. York Cabieyvision is producing twelve hours of Greek 
and Italian programs weekly. These programs will be exchanged 
among the various National Cablevision systems throuchout the 
country where the programs are deemed yoluanve.  Hlowevers brvis 
noOm@mdecirable to exchance tapes if the object is simply to hes ts Bal 
the community channel. Nor is it always possible to exchange 
pavoscee lhe wariousm sdeo™ tape recorders manuractured are, not 
compatible with each other. Som tapes, for example,..can not be 
Dlayedeon LVG recorders. In general exchange tapes do not contain 
theisbocalvellement, and the’ value of the tape is consequently 
restricted. 


Film is the third source, and as the guideline indicates 
can (perticipate, inwthe enrichment of the community's cultural life. 
Film is available from many sources including the National Film 
Board, which has recently completed an experiment with the Jearmeain 
cable systems. In concluding this experiment, the Film Board has 
despmonedeaacontract’ for -cablecasters which allows them to use the 
Board's material free, as long as the cablecaster does not receive 
any revenue for the program. In general most film iS) (avenlab ie 
at a nominal rental, and in some cases for only shipping charges. 
The-mayor problem with fitms is that» not all cable systems are 
equipped with tele-cine chains for displaying movies on television. 
We hope cablecasters will find ways to make the necessary invest- 
ment, and add this valuable source to their programming service. 


Byaurbewise Of (these three sources, cablecasters can offer 
programs to sid) in the development of the communities they serve. 
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QUANTITY OF PROGRAMS 


The qusutity or programs produced varies from system Log 
system. All but one of the systems (National Cablevision) are 
Still in the experimental stage, anagwelenouch the average “amount 
of programming produced by them Peviustwanucger twelve hours a week, 
woudo not feel this 116 an indication of their potential. National 
Cablevision has been producing programs for four and a halt years 

_and has increased the quantity of programming every year. (A 
schedule of National Cablevision's programming for one week is 
included as.an Appendix). jAtethis time. we do not féel any specula- 
Ejlomibean ibe made abouts thenduentity 7.0L programs but.we Wirt return 
LOmmiemsubsect laren 
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TABD Bed 
CABLECASTING 

Weekly averages for 

month of June 1970 
Name and starting Ca) (b) Ce) 
date hours. of viocal hours of total hours  pex 

origination non-local week (including 
repeats) 

eee ee re 
National Cablevision 35 hr. 0 Ci tues 
(Jan 2966) 
London’ T.V. Cable Tanna ae She eeoeimin. #1 hr. v4 mim, 


Canmyrances. Utd. 
(Sept. 719609) 


Rogers Cable T.V. OPiniee. 0 iL Sp. cae. 

(Sep ee 1969) 

York Cablevision Cy PON rea 9A GY vii Ms arty ol ud dis), 225 th hs 10 min. 
(May 1970) 

Terra Communications 8 hr. 3 min. Poe te. Ts 164 nei aiaen. 
(Oct. 1969) . 

GuelphaCable | LV ccs de> ita oe dT} Behe) Pak men 120, DL. to Mine 
(Mar. 1970) 

Otraval Gabtevision — 4 hr. (35) min. 0 “4 throes Min. 


CPeb. © Bho r0) 


NOTE 


Although alt the systems have indicated they will increase 
their hours of cablecasting in the Fall; the cablecasting 
being done should be considered experimental, and not 
necessarily reflecting their plans For the future. 
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RESPONSE TO COMMUNITY PROGRAMMING 


The community requires access to the broadcast media. 
A great deal of effort has been made in establishing cable television 
po lteLes, col assure: that sumer communities are not: denied this right. 
Cablecasting must respond to the community; but this does not mean 
the community wilt, ecasily trespond to - cablecasting. As a’ matter of 
laciewone, of “themmajor propuems! the cabtecaster must: overcome is 
redeeming the, communieyeand, imporming dt that cablecasting exists. 


the. tap lecaswerpmnutsretitst) bea public relations man, 
Solu wOUtl LO a. leat cacmometnesiconmunityato explain ‘the concept of 
community programming and encourage the various groups and indivi- 
dua co ‘Parti capatev wen emuews COMMUNITY service... 


The response of the communities to the various systems 
we visited was very encouraging, but it should be kept in mind 
that the efforts made by each system to encourage participation 
were extensive. 


These systems reached the community in various ways: 


- mailing letters to all subscribers and interested 
partieswoutlimime tne purpose of community tele- 
vision and asking for suggestions and participation; 


- displayinesawcaranon the community channel asking 
for program. suggestions; | 


- advertising in local newspapers special programs 
to be carried fowattract a large audience.and then 
before showing such a special program, explaining 
briefly about cablecasting and asking for partici- 
pation and suggestions. 


it crs iraeyeormecme at interest, to the cablecaster 
Wiebner tas programs nave emmaudience and if the programs are of 
any value. TO Hind “out ther bormer, surveys have been conducted 
to determine the size of the audiences. Terra Communications 
conducted an interesting one where they give prizes to people 
watching the community channel, who called in when their name was 
read mduriaemarbreskainmethemeyvenineg "s programming. The result was 
nearly a 100 percent response to the first reading of a name. 
This survey was very expensive and consequently only lasted for a 
month. The prizes, were donated by local retailers who received 
recoenttions for (obiering) therei tt. 
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Determining the value of programs is a much more CPt Gui 
problem. To date, we have little concrete evidence. However, 
certain incidents have encouraged the cablecasters to continue to 
improve their programming. One such incident eccurred in London, 
where a number of young people suffering withdrawal from bad drug 
experiences were asked to participate in the community programming. 
The results have been remarkable. Where the doctors were unable 
to get these people to respond to treatment the Cablecaster was 
successful, to the point of having them work regularly and responi- 
bly on various community programs. Messe mMe ont appear as a Very 
expensive form of treatment, but it might also iandzcate’ that: the 
value in cablecasting might have to be arrived at PnatreceLy:. 


In general, thesanitial response-of the conmunity to its 
new service has been very encouraging. However, the true test of 
cablecasting will be its success or failure over the next few years 
when, as one cablecaster said, the honeymoon fs over, and the 
noveutyewears off. )Willerie people stili be willing to participate? 
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THE FINANCIAL ASPECTS 


OUTLINE TO FINANCIAL SECTION 


I REVENUE 
EL EXPENDITURE 
A. Cablecasting Costs 
Lu. Capzias Cases 
(i) Equipment 
(id), Stniie. liad ts 
2. Operating Costs 
IIil PROFIT | 
A. First Attempes, = she. Seven Gompent as 
B. Second Attempts a Company Financial Statements 
1. Average Profit 
C. Amount of Profit to be Spent on Cablecasting 


ihe KRiteecrsa so. Income Taxation on Profits and Cable- 
casting Costs 


Ze» Lercenpatesos Profit to be: Spent on Cablecasting 


iV MINIMUM SIZE OF SYSTEM TO CABLECAST 


» 
: 
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Financial Aspects CeeethemGen.l+Vs) LOGUStLy 


if Revenue 


The revenue for each company is reasonably easy to 
Ob Eee LL Sot Sep rodiert on (the number of subscribers and the 
average yeariy rate of Subscription. This rate considers indivi- 
dual hougehold rates. bulk rates and extra outlets. 


Individual household rates are self-explanatory and in 
almost all the systems we looked at individuals made up a majority 
Ofiume Sips cripers. 


Bulky rates are special rates negotiated between the 
cable company and an apartment owner. iweyuvary WiLthin any one 
system, and the average of these Special negotiated bulk rates is 
less than the individual rate. 


In 1968, according to the Dominion Bureau Obwouacis tLos 
report on the C-A,1-Viindustry, out Oeeam total Of 377 companies, 
Simorelo percent: collectedsagrevenue See 200,000 or sreater, 21 cor 
Denemeent OL tie companies collected between S2008000 mand 193.99 3999), 
S7ionmlO percent hadijayrevenue between $50,000 and $99,999 and the 
remaining 245 companies or 65 percent of the companies collected 
only a revenue of $50,000 or less. 


Puvenucetaredmtisom as Low as $1,000 to as high as $5- 


million. 
gone Expenditure 

Cablevision costs are costs.incurred through setting up 
and maintaining a cable system. Except for one company, UP Urtced 
1969s these were, the. onty costs a company incurred. In 1969, the 


C.R.T.C. announced policies encouraging the C.A.T.V. industry to 
do local programming OG, cablecasting. 


A. Cablecasting Costs 


de Capital Costs 


| These are costs incurred through the purchase of .cabies 
casting equipment. 


Gm haut pment 
Studio equipment varies in size Aid Dt Cesc LD OCmak E 


four major manufacturers of equipment: SONY, I.V.C., AMPEX*and 
PELL >. 
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Cameras: 


Vidicon, plumbicon and lead-oxide cameras are popular for 
cablecasting; they require more light than an image orthieon but 
are light and portable. Both vidicon and plumbicon cameras are 
available in both monochrome and colour. 


Video-Tape Recorders: 


These also vary in cost and can come with or without an 
automatic editing unit. The width of the tape is variable but a 
I" “pape is generally used, 


Switcher: 


These are available from the minimum of a three monitor 
Strareht switch to sthessonitst bcated commercial broadcasting models 
with special effectsa, Switches are usually designed for the need 
of the studio, and additions can generally be made with Little 
Fels Gi demalies th! ee my ger 


Tape: 


Video tape is manufactured by a number of domestic 
companies and is generally good for about 60 plays. 


Telecine. chains. 


These are available with 35 mm. slide projector and 16 mm. 
fidmeproj ,ectors, \boehea npmonochrome and colour. 


Mobile Uni t¢ 


This item is extremely important in the production of 
local programs... .A mumber of the systems we visited -- York Cable- 
Vision, Ottawa, Cablevision, and Terra Communications -- used an 
old cable van to transport, quite adequately, their easily portable 
studio equipment. As a company increases its investment in cable- 
Casting, Lip may), Putehasew a. ceparate MObU Le unit < Of the systems 
Geuvlcieed Londons tey wecapie:s Services and Rogers Cable T.V. have 
done this. 


Git. Stidtosuni ts 


Studio units vary in cost depending upon the quality and 
quantity of ,equipment used. Below are three studio units, itemized 
by type of equipment. The first two are monochrome SONY UNITS; the 
first being what we consider a minimum cost unit with which one can 
cablecast. It consists of only one camera and this does restrict 
PrOe ramming but tts 3 miaplemuomtsolts price is approximately 
svOe000, | The second) sONVeUNIT, is a2 slightly larger one. The main 
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difference is that there. are two cameras and they are more sophis- 
ticated. Its price is approximately $25,000. 


The third studio unit is larger yet, and has COLOuEr 
capability. .1.V.Cs. manufactures this one, and as a package Buty Las 
industrial price is $69,600. SONY has a somewhat S2mblae colour 
package kittilgwAMPEXa units: are considerably more expensive with one 
colour camera alone costing around Soa, BOO. 


The minimum studio unit, ($10,000 - monochrome; SONY) 
EQUIPMENT COST 

1 vidicon camera S. 2: 000 

1) VeteRer cagere 4,000 

Switcher 750 

Audio Mixer 150 

3 microphones at 50 dollars 150 

Lightdmge KLC 500 
LithtingsGead 200 
Modifications (studio, installation) 1 500 

TOTAL $ 9,850 (Without Tax) 

Total Cost Approximately $10,000 


A $25,000 monochrome unit, ($25,000 - monochrome, SONY) 


I a ete A DN tN 


EQUIPMENT COST 

2 lead-oxide cameras $11,000 
(automatic zoom at $5,500) 

1! VeboR. Caweomatic edit) 5 30 
Switcher (special effects) 1,800 
Audio Mixer £50 
5 microphones 230 
Lighting Kit 700 
Livht@aen€rid 300 
Studio Modifications (installations) aL) 
Esl AL eSynewmereneracor 300 
Tapes) (10 vat «$00) 600 
Telecine chain 1 608 
Aire condittonine unit 2,000 

TOTAL . $24,900 (Without Tax) 


Total Cost Approximately $25,000 
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ey ee Golourcaster LIT, 
EQUIPMENT 

Sudo camera 1L.V eG. = 90 
Wot. Re eben. S10 
Pilneetain cle eGs (= 92 


Video switcher 

Audio Cartridge Recorder 

Audio Console 

Auxiliary Equipment 

~ 2 microphones 

SH 9ebtack fand white picture 

monitors 

1 master colour monitor 

1 waveform monitor 

Sep pei ke sy ne eeeneraror 

~ 1 *Sienaledistripution 
system 

-~ 2 intercom headsets 


va Operating Costs 


(Package Kit $69,500) 


- 2 intercom amplifier modules 


Mereeht control anit Por eam 


ehain 


studio lighting system 


- operating consoles 
—- all interconnecting wires 


Studio Modifications (installations) 


For our purposes, 


This cost will vary depending on the 


from $20,000 to $100,000. 


Table #1 


COSTS OF COMPANIES VISITED 


Companies 


Rogers' 


Systems 
National Cablevision 
London f.V. 
Ottawa Cablevision 

York Cablevision 

Terra Communications Ltd. 
Guelph cap le TeV. 


Capita 
Cost 


$2100, 000 
94,000 
100,000 
80,000 
Fo, 000 
20,000 

1 3 00 


Cable Services 


Operating 
Cost 


$ 100,000 
100,000 
65,000 
65,000 
65,000 
1 ROO 
20,000 


Extra 


We refer here to the cost a cable company incurs in eaple= 
casting over the course Orne year. 


depreciation is 


quality and quantity 
The seven companies visited had operating costs 


Hrs, of Local 


Origination/Wk. 


9 
35 
18 

A 
Tis 

8 
eas 


The Elements of Operating Costs eydivariable Ouantity of Programming 


Whether the minimum studio of 
larger $25,000 studio were toveta bled: ft 
costs of operation would be approximately t 


iLO 000 0x 
he elements constituting the 
he same. 


the slightly 


As well, varying the number of hours of programming per 
week within the framework of four to eight hours will make only a 
minimal difference in the operating cost. The only elements of 
the operating cost which will vary in this range of hours are 
wages of the’ part.time men where the increasing returns have been 
estimated and correspondingly the miscellaneous 


office expense, 
and the inventory of tapes. 


Cost Per Programming Hour 


Table #2 below shows how programming cost per hour changes 
ag vine uunber of hours “of local programming increases. 


Minimum O erating Cost 


Evom Taplow 2emelow, we note .chat the minimum annual 
operating cost to do local programming is $20 25 9205 approximately 


$20 5300. “This cost) 1s (to do four hours of local programming a 
week. 


ao ae 
CO ea 
Table #2 


Showing Operating Cost; iGost 2 er Programming Hour 


Amount: of coca | Programming 


Elements of Annual 


Operational Costs 4 hours 6 hours 8 hours 
FO oa Verh ies Hatake Man (4) . ons ..000 Pa tO OO $1.8, OOD 
2 Part! Lime Men (5) HOD eee te 320 35744 
Studio Rentals 25600 Seo 0 33600 
Lnventozry lapes 420 600 780 
es Lee ere a av eC 1 3 700 700 700 
Miscellaneous Expenses (4) Sees 3,204 Fis Ok 
Denrectation (Minimum to) (5) 2;,000 Zi OOO 2,000 
Depreciation ($25,000 Unit) pene eae 5.0.00 5,000 
Total Annual Operating Cost $203 259 SOU 04 $22,188 
(Minimum Studio) 
TotallAnnual Operating” Cost $23,299 Sok LOA $25,183 
($25,000 studio) 
Cost Per Programming Hour 
Minimum Studio $ 97 $ 68 $ 53 
S25 sO OOS tudo WP ie 61 
Loo SI I SNES ISA an OE ee 
reo) ui 
oO Part Time Men: Camera men who also verform general studio work, 
and ‘are ‘paid ($2);:00 Mrourly. Tre Me yvestimaved rit will require 
three hours of work to produce an hour oeeprogvan. | 4o;"tie 
number of hours of programming increases, the hours of work 
required to produce an hour of program will diminished) Ets 
estimated that at six hours of programming per week, two and a 
Ha bt Wours oft wore, are required to produce one hour of programming. 
Mevtetehcvyhours per wweek . the ratio drops to OEE: 
(2) Cost For Studio Rental includes heat and light and the cost is 
estimated at $300 per month. 
(2 


Miscellaneous Office Expense includes primarily salaries paid to 
extra personnel from other departments; and interest charges. 
Twenty percent of operating costs (excluding depreciation) was 
the estimate. 


(485) Five Year "Stralenr Depreciation 


Weekly Cablecasting Averages for June 1970 


Hours of Local Eetimated Costs Per Hour 
Company Orr iia’ Lom: Porevocal OricinatrTon 
Rogers’ Systems 9 $181 
National Cablevision : =, 54 
London T.V. Cable Services 18 69 
Ottawa Cablevision 4 205 
York Cablevision 17s ists 
Terra Communications 8 101 
Gredpa Gable ey.) (|: i 62 
Note: a) The above figures are for the month of June are not 
necessarily representative of their activity for the 


year. 


b) The above figures do not include hours of repeated 
programs; this would reduce the cost per hour of 
programming substantially. 


7 Peer cor Le 


Profit or net operating revenue (or expense, i fess oss) 
is simply the difference between the total operating revenue and 
the total operating cost. Tt is this quantity that is subject) (te 
income tax. 


Tt is the @ross, profit Ss before income tax that we 
must look at in determining whether or not a company can af fore 
to cablecast. According to, our calculations the minimum gross 
profit per, year required to cablecast is S0..20050 and bags would 
leave the company with no net profit -- hardly an acceptable 
situation over the long run. 


The question is whether a point can be established at 
which a company can spend this mingmun, amounts of, $20,257 imporger 
to cablecast, and at the same time earn an acceptable minimum profit. 


A. First Attempts. - The Seven Companies 


Our first route was to Lookus Catneau seven companies we 
visited and determine their protits. An estimate of the profits 
can be made using Taagpne tion provided by the Da Baro. Les report 
on the GCATVeirndustr, eth temo tio d...atlenW.La weal So SORES proLiat 


Ste | a eee ee ee 


(1) 


From now on profit will mean profit =before income tax unless 
specifically stated otherwise. 


(2) See Table 5 below. Footnote #2. 
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estimates on the seven companies but it was hardly a representative 
Sanpeenot che neUustry, .4° six of the seven companies in 1966 were 
in the revenue ee bone that represented only 10 percent of the 
Lotalaindustry - 


ee ee 


B. Second Attempt - Company Financial Statements 


| Z 
The mimancial eee ears: Vo 235 cable companies were 
examined and special attention was given to the prot it, or. loss of 
each. 


The information obtained on profits is shown in Table 4. 


ete SS ees 


ee 


Table 4 

Companies showing prone ONY ae) 
Companies showing loss or just breaking even 43 
Companies not providing enough information 13 


Total Number of Companies 


ac Average PYOtLLtC 


In most cases the companies not making profit are relatively 
young companies. Titus tair to assume that only companies making a 
peoLn. should be expected to begin LO eaptecast. Lhe average DE Oldie 
of the 179 companies was 5, percent. 


At present there are just under 400 cable companies operat-— 
ing in Canada. App soma rey one-third of them did not submit 
financial returns. Among those not providing enough information 
or mot. Submitting returns, were four of the largest and most mature 
of the seven companies we visited: Rogers' Systems, Tork Gab ke 
vision, Ottawa Cablevision and National Cablevision. Also, Canadian 
Wirevision of Vancouver, the largest system ¢n Canada, did not submit 
an-wannual-reporte--,laking into consideration its size and maturity, 
wevestimated its profit as ap beast, 320 percent. London Cable T.V.- 
Services showed a 47 percent profit im 1909% Thus, we have, on the 
one hand, 2) pEort itl avetese of the! 179% reporting companies of 20 
percent, but these companies make up only two-thirds ofs the industry 
and the one-third not accounted for includes the largest agndc most 
mature companies whose profits, we estimate, should be in’ excess 
of BO percent. (Wve estimate that the profit average ofonld these 
companies in the entire industry making a protituis +n the range of 
95 Po 30% percent. 


Ce a een 


ou nm B.S. 2968) CATV report. 
2) annual Return of Broadcasting Licensee, Community Antenna 
(3) Television 1969. 


Companies were not required to submit Annual Return for, L900 
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Monthly Rate Annual Estimated Profit 


No. (cn m@oub-, Per Indivi- Revenue 1970 (before, 

scribers dual Sub= 1970 Income Tax) 
Cable Company PO7Om 00's! Scriber *.. FOCO.'s -OO0Us 
London l.V. aGabwe 
Services 39 $5500 $1,800 $6414 
Rogers' Systems 42 #50 Ps OWA D 580 
York Cablevision 30 (2) Te @) IDA ere 365 
Terra Communications 3 40 102 Pt 
Guetpn Cable T.V. Lo As 0 566 130 
Ottawa Cablevision 3688 5 200 te. 02 405 
National Cablevision 81 Pee i, 2OU L¥650 


rae ee ee 


Cy Amount OL erotat to be Spent on Cablecasting 


What percentage of a cable company's profit should reasonably 
bemepent tomoriginate programs? We compared some through-the-air 
broadcasters and the seven cable companies we visited. 


An examination of the Annual Returns of..1969, £om the four 
television stations shown toe Pable 6 was carried out and the results 
are shown in the table. 


a eee ee ee on a 


~ DOR. Sees Report on CwA.T.V. The Report showed a 232 pEor Le 
for companies having an annual revenue greater than $400,000 
wad) Ante e OTL Or companies with an annual revenue greater 
than $100,000. In this column, the same 1968 profit percent~ 
ages are applied to the 1970 annual revenues to give ag 
Sactimated annual peorat. einis aetimared,annual, profie does 
not consider on the one hand, tnereased expenses due to cabpte= 
pasting sot one the other hand, slightly increased profits in7e 
maturer company. 

Ce At present, only i500, paying subscribers. 
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Table 6 


Ve Staton 


GEP.L 
London 
GERD 

Red Deer 
CaOn 
Ottawa 
CKCW 
Moncton 


Averaging the percentage 


ate 


T.V. Broadcasting Stations - Percentage of Profit and Revenue 


Tot. Oper. Kevenue 
nearest ‘000 


$ 3,473 
464 
4,332 


1101: 


Eneure-oL. 50 percent. 


CGS tetova. Oca. 


OLrLeination 


nearest 


S187 
43 
505 


48 


"000 


Crent: On LOCH. Ori cimation 


Profit betore Local 
ortleinetion expense 
nearest “000 


tebe 
(Be) 
L724 


194 


POPLOLates pede 
on Local 
origination 1969 


LZ 


eho! 


29 


23 


of profit spent on local origination yields a 


% of Revenue 

spent on .ocae 

origination 
1969 


5 


iL 


be 
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Vo Annual Return of Broadcasting Licensee, Radio and Television, 19769 .. 
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Table 7 
Companies Visited - Per Cent of Profit and Revenue 
Spent on Cablecastin 
Estimated 
revenue for 
Gaplecasctine tiscal per- 7196975 
Coste Puscal dod Sept. 1 Revenues Profits Revenue spent &% 19702 rere 
Deriow £969- 69.—= Awe. 31 OF 0 1970 (2) #on Cablecast~ (sper race? cable- 
Cable Companies 1970 1970(2) *000!)s £000.'s "9000's ing essting 
London L.v = Cable 
Services Ltd. $= 65,000 *.. 1, 700 he da SOD Come el 4 16 
Rogers’ Systems — 100,000 PONS) Paes RS 580 5 Le 
Vorkocap levis .on : 265., 000 . 14.349 Lepore! 365 5 18 
Terra Communications bs? ee) 83 102 det Se ee >) ee 
Guelph GCaplea-T.V. 220010 De 2 566 £50) 4, Le 
Ottawa Cablevision 65 7000 we i2 Teo Z 405 5 16 
National Cablevision 100,000 (4) 4,260 1, 850 92 (>) 5 


ee es ee SS ae a = 


Se) Since ail the companies except National Cablevision began @apfecastingrinelates. 702 
or early 1970, the revenue of the fiscal year September 1, 1969 scoSfareuSst 6 rae) co 2 
PMtida besa moresrelevant figure. This estimate was obtained by merely averaging the 
1969 revenue obtained from the Annual Reports. and the 1970 revenues. 


Cee, See Footnote 1. Page 8. Profits for fiscal period $960-70 not-avaliablce 

(3) Terra Communications is a part of Noram Ltd. which is a subsidiary of I.W.C., a 
manufacturing company and not a cable company. 

oy The 1969 revenue was unavailable for National Cablevision as they did not submit 
a 1969 Annual Return. 

(>) 


This refers to the 4 of 1970 revenue spent on Cablecasting. 
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Excluding National Cablevision, which has been cable= 
casting for close to 5 years, and Terra Communications, the 
companies average 16,4%-0f theiraprofit into cablecasting. [It 
must be noted that all these companies are very mature And; (35 
such, show a relatively high profit/revenue ratio; well above 
the average. 


Fach Gi tour ofthe seven companies is part of a system 
of cable companies. This can allow for a transfer of funds within 
the systems to facilitate the financing of cablecasting. York 
Cablevision and National Cablevision belong to a large cavie 
system; Guelph is a part of the MacLean-Hunter chain, and London 
T.V. Cable Services the dominant member of the Jarmain Cable 
Systems Ltd. Terra Communications is an oddity ineeiat ite cabile- 
casting is heavily subsidized by its non-cable parent companies. 


Effects of Income Taxation on Profits and Cablecasting Costs 


All taxable income over $35,000 is taxed at a rate of 
approximately 50 percent. Taxable income is the difference between 
the total operating revenue and total operating cost; oF that which 
we have been referring. to as pRrotit. Cablecasting costs Wise ve an 
element of the total operating expense and as such will diminish 
the income subject to taxation. 


Model systems will show the effects of taxation clearly. 


Let us consider model companies earning $70,000 profit 
before taxation or cablecasting costs. The cablecasting costs 
of the second model company amount £o » 20,000; the first company 
does no cablecasting. 


Tax Regulations: 


.. Taxable Income up to 35,000, 182% tax 

o  Balance’ of taxable income, Ca a2 

3. Surtax of 3% on total of tax paid up to fit spose 

Pe ins aee Security tax. ou the total taxable income of 32. 


First Model - No Cablecasting 


A. (Prorat berore Fas $70,000 
Adept ebaxm son (Li ret 35,000 $6,000 
a ed tea balance of 35,000 16,450 
Tax Subtotal 22.1 30 
42. 3A SUrTtas 683 
S05 on Che are Security tax Pee 
Total Tax Sia a 


Net Profit | $44,447 
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Second Model - With Cablecasting: 


Profit before cablecasting and tax $70,000 
Cablecasting Cost 203.000” 
Taxable Income | . $50,000 
\ene O24 taxmone erst 554.000 64300 
2 i Cason balance of 15,000 7.050 
fax Subtotal - | 13,350 
Ree Cur tax Om o7gou Votalnof, taxy paid 
up to this point 401 
ee tax on total taxable income Bens 00) 
Totad lax OM nc uey a Ma 
Net Profit | : $34,749 


Thus an initial cablecasting, cost of 220,000, atter the 
effect of income tax, heromes an actual expense of only $9,698. 


9, Percentage of Profit to pe mopent .On Cablecasting 
Now, we can use the information that has just been out 
Taned to. arrive ata specific maximum percentage Ocewe rode © (before 
taxes) that should be spent on Gaplecesting by, the minimum sized 
company... ine information that is to be considered is as follows: 


(a) the four broadcasting T.V., stations showed an 
average of 30 percent of profit (before taxes) 
spent on local origination. 


(b) the 16.4 percent average ofs thie. ELve companies 
we visited were all very mature and several 
were parts of larger systems. 


(c) the actual cost of scab lecastingids much less 
than the before=tax cost — UP to 50 percent 
less. 


Considering these three factors, we think the maximum 
percentage ofp notre lice. to besspent on cablecasting is 
approximately 30 percent. 


IV Minimum Size of System to Gablecast 


First of all a brief summary of the relevant ficures, =~ 
required in determining the minimum sized system. 
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A. On the basis of the Annual Returns of cable companies, 
and os ireac acne y amounted to approximately 67 percent of the industry, 
we estimated that the average Pro.et of companies mature enough to 
be at least doing better than breaking even, was between 25 and 30 
percent. | 


B. We decided that the maximum percentage OfeproLLlet to 
be spent on cablecasting should be approximately 30 percent. 


Cc. (The mininen total operating cost to cablecast is 
al vis Ts eel 


AX The Minimum System 


Assumption lL: Minimum total operating cost sie 
S205 209% 
Assumption 2: Maximum percentage of; profit 


1fretlyeonpe Spent on eablecasting is approxi 
mately 30 percent. 


Coneluszonr.t:'’ The minimum profit required to 
generate above minimum cablecasting cost is 


$675,530; 


Assumption 3: Minimum profit required in order 
to cablecast is SOPs 0505 


Aseumptzon 4: the average oroLit of pLroLrit 
making companies in the CATV industry fadis 
Detweeur 2D end 390 percent. 


Conclusion 2: The minimum total operating revenue 
required to senerate minimum cablecasting cost 
falls between €295,100 and $269,036. 


ie Number of Subscribers 


From a sample of S27 0f 179 .capte companies showing a 
prorat, san jevetaes yearly rate per subscriber of $50 was obtained. 
Although many of the companies charge between $4.50 and $5),00- penx 
month per individual subscriber, the average 4g diminished by 
special Pris Cate oe eee CC Dee extra outlet is also considered 
in the average yearly rate. 


Roca. orem part, 1 on Revenue that the total operating 
revenue is obtained by simply multiplying the average yearly rate 
by “tne total number of subscribers. 
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(i) Minimum System A 


Assumption 5: Minimum total operating revenue 
required to generate the minimum cablecasting 
Cost tse e224 i00. | 


Assumption 6: Average Wearly rate per sub- 
scriber is $50. 


Conc LS LOM. ois The minimum number of sub- 
Ser ipersiwis 45002. 


(ir) Minimum system 5 


Assumption 7: Minimum total operating revenue 
required to generate the minimum cablecasting 
Poet Stool, 030 « 


Assumption 6: Average yearly rate per sub- 
sceriber is $50. 


Conclusion ie The minimum number of sub- 
Scribers is 5,381. 


Accordingly, we can conclude that the minimum number 
subscribers for a system wishing to begin cablecasting fails 
somewhere between 4,500 and Se. 
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RECOMMENDATIONS FOR THE ASSESSMENT OF COMMUNITY PROGRAMMING 


Werconclude: by OLfering three ways to assess community 
Drogeranming sorserred by cable system. As mentioned earlier in 
the report, cable operators are Beneratiy in, favour of local 
programming but they show some, concern Averrrne financing, oO: it. 
From our study, we can, to a certain extent, Hidcerstoaua, thei? 
Daeieties. eG@onsequentiy,) Tt might be Paolo thet where It 1s 
not financially possible to cablecast an additional source of 


revenue. should be sought -- either. by increasing subscription 
rates or by selling advertising for the community channel. At 
present we do not support either of these methods. Our study 


showed a system can cablecast without an additional source of 
revenue, and the basis for our analyeis rests in part With this 
precept.!) As well,,dt local programming is considered a desirable 
service, it may very well prove to be a marketable product 
ingoeine an’ inerease in subscriptions and therefore an increase 
Jneaev cnue. 


Merernative I 


This recommendation follows from the restlits, of the 
financial analysis and oy examination of the FCC regulation, where 
cable systems of 3,500 subscribers or more are to proviae fa 
community channel. 


Pee ECC eae riot fon of community programming is 
ambiguous and does not Hecessaritly mean programs produced by the 
GATV systém but essentially programs that would not.otherwise be 
provided. In many cases these programs could be supplied by 
enploying the use er WiR's and various video tapes, and avoid 
the expense of local Ox teimation.—- ‘fn addition advertising is 
paoved on conmunitypesannels. Thus, the situation of Canadian 
cable companies with respect to financing of cablecasting is 
quite dtrrerent (irom that of cable companies in the United States. 


From the financial analysis we arrive at the conclusion 
that a minimum maximum range from 4,500 - 5,400 subscribers exists 
wierewecablecastingvis financially Peneibies sf hnom this we arbitra; 
tily draw. a lie at B2O00C "subscribers, and require all systems at 
or above this level to cablecast. Avenart nas been designed to 
dliustrate the position of 210 cable companies with Tecarda (60 
their size and potential. Trrchould be noted that there, are 
nearly 400 licensed systems inuecanada. 
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Table l 


CATEGORY I 


Systems or companies whose present subscription 


and potential fanbereou scupscribers in the licensed 
area do not allow them’ to cablécast actording to the 


5,000 subscriber recommendation. 


GATEGORY IT 
Subscribers, 


area is greater than 5,000 subscribers. 


Systems whose present subscription is under 5,000 
but where the potential of the licensed 
Eighty 


percent penetration is used as a maximum penetration. 


Ali ‘systems 


CATEGORY Lit 


of over 5,000 subscribers, which un 
Alternative I would be required to cablecast. 


der 
Again, 


as foreach category, an 80 percent penetration is 


considered maximum. 


Pe 


SUMMARY OF GROWTH FLOW CHART 


At bantic 

Onteece Provinces Quebec 

Category st 48 systems 8 67 
dys do Les). 54 OD 44,466 

Category 11 15 0 7 
SS eT 0 102469 

Category IIL a3 0 6 
B60, 43h 0 bi 2,202 

Totals 86 8 80 
E50 5442 D2 bye Ol 


S tems ° 


See Appendix til for complete list Drow Ss 


ee 


Alternative II 


SS eee 


Western 


Provinces 


26 


Canada 


149 
Deze 
ay 
72,454 
34 
59755564 


210 
rR paye Shoe 


This alternative takes us back to the original idea of 


developing a formula. 


By using the new financial returns 


Chat 


cable systems will pe recur edu te fae. £OtT 0/05 appraisal of 


each system, with respect to cablecasting, 


could be made. 


The 


question of cablecasting could then become a condition of licence. 
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A third alternative still exists--an alternative which 
Sonor an ‘abstract or immeasurable nature, and considers informa- 
tion that’ has a definite bearing on the position of the industry. 
It does exist and should be considered. This information is 
erapiecal in eehieving a realistic precture: of cablecasting in the 
industry. In entertaining this third and last alternative, che 
following items should be considered. 


The above recommendations have been made on the basis 
that cablecasting will be of Marketable worth for the cable system, 
and consequently additional revenues will not be required. Although 
in theory this seems to be the case, only. time will prove Phe Ea 
BelC cs . ‘ 


Gecond,) the suideline itself has generated enthusiasm 
eeoainitiative in the) industry. |) Most of the companies which are 
recommended to cablecast above, are already involved in cablecasting 
in fact, some which we would not recommend are presently cable 
casting. The guideline has aiso had the effect of inspiring cable 
companies to imaginative methods, and to accomplish in some cases 
feats which are usually considered financially impossible by 
Hroadcasters, 


A third consideration is that a regulation may hamper 
the growth of community programming by interfering with the natural 
prowth of the) service and misleading cable operators with regard 
to their potential. 


Fourth, to avoid making a mistake with regulations in the 
very early stages of cablecasting, we think a further study should 
be conducted making more effective use of the Annual Returns. tive 
new Annual Return Forms will provide more information and from 
August 31, 1970, the forms must be returned by all systems. Amore 
complete and Objective picture will be achieved using this new 
source of information. 


; Tnveonciucion, abcernative TI~l recommends, in Btraceer mo 
formal regulations on pHooshoutd cablecast. The Commission Ww bot 
have its own guidelines but Poolantrernal ase only. Heck system's 
performance tn cablecastang will be appraised in the context ef /tae 
Commission's internal guidelines, and at the time of applying for 


Drenovale: wicence.) Tt ns thought that this individualistic 
approach wii be veprective and, at the same time, allow each system 
bo set ite own goals. » AS long as the applicant performs adequately, 


according to the internal guidelines, he will encousrer (iO sanctions, 
44s vonly, when he fails behind that he will meet with sanctions 

from the Commission. Cablecasting will not be hampered by this 
method, and will be allowed to develop as an effective community 
service and to contribute to the development of a Canadian broad- 
casting system. 
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APPENDIX I 


A Sample Week's Schedule of Cablecasting 


WEEKLY SCHEDULE - NATIONAL CABLEVISION | APPENDIX I 


a8) 
= p P.O GRA NM ES. 0 fe eo he et haw es Fg We res ea RS gee a erg vigqueur le 70 
MH ; F 
~ MONDAY i be Se As Woks Nebo DAH TU, bo Bes EBL oA 
J ee ee 
a Se ae ee ee ae 
= 
3 
S Nouvelles en Nouvelles en | Nouvelles en | Nouvelles en Nouvelles en 
A | langue grecque langue grecque |} langue grecque | langue grecque | langue grecque 
A pene Pane earn ale 2 ————— 
Nouvelles en langue {Nouvelles en langue | Nouvelles en langue | Nouvelles en langue Nouvelles en langue 
w : . Sous * Seat * a . * pe . a A 
“4 jtalienne, Carlo jtalienne, Carlo italienne, Carlo italienne, Carlo italienne, Carlo 
ne Garofoli et Ricky Garofoli et Ricky | Garofoli et Ricky | Garofoli et Ricky Garofoli et Ricky 
LET*S BE MODERN, ITHE FAMELY PET SHOP, } POUR VOUS MADAME, SCOUTING and ACTION, COSY CORNER avec 
avec Molly Sacks ...\avec Maurice Nadler | avec Denyse Fieury avec John Paquet Barry Moore et Suzan 
| Goldberg 60 min. 


60 minutes 


Sone |e ee oe 


A LA TRICOTEUSE, POT POURRI, avec 
8 | avec Guy Roy Betsie Hirst " " 
Bs } 
ES Tn 
IN MEMORIAM, avec IN MEMORIAM, avec IN MEMORIAM, avec TN MEMORIAM, avec IN MEMORIAM, avec 
Marcel Farley et Marcel Farley et Marcel Farley et Marcel Farley et Marcel Farley et 
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APPENDIX II 


210 Cable Television Systems, by Size and Potential 


Category I: Potential of less than 5,000 subscribers 
Category II: Less than 5,000 subscribers, but potentially more 


Category II1: | More than 5,000 subscribers 
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CATEGORY I 


ONTARIO 


NAME 


Airland Communications 
Bracebridge 

Brockville Amusements 
Cablevision 

Clearview Cable TV 
Deep River Video 
‘Dryden Community 

East Elgin Cable 

Essex Cable TV 
Fergus~Blora 

Fred Lang TV Ltd. 
Georgetown Cable 

Geroy Radio 

G. EB. Young 

Gore Bay CATV 
Gravenhurst Cable System 
Grimsby Cable 
Haliburton CATV 

Harry Assad 

Hastings Cable 

J. A. Brown 

J. A. Brown 

Jarmain Cable System 
Lakeshore CATV 
Lakeshore CATV 

Lavigne 

Lelliott 

PelLixvott 

Lindsay CATV 
Maclean-Hunter Cable TV 
Maclean-Hunter Cable TV 
Maclean-Hunter 

Norcom ~- 

Northgate 

Nor-Video 

Orangeville Cable-Vu 
Orillia Cable TV 
Pembroke Cable 
Peninsula Utilities 
Quinte Cablevision 
Radio & TV Distribution 
Redden 

Smith Falls Cablevision 
Television Hornepayne 
Terra Communications 
Till-Cable TV 

Wawa Cablevision 
Willowdowns Cable 


Bayes 
NUMBER OF 

LOCK TRG © SUBSCRIBERS 
Strathroy 1023 
Bracebridge L155 
Brockville 106 
Hawksbury LETT 
Simcoe ioe 
Deep River Te 
Dryden 900 
Aylmer 950 

760 
Fergus 800 
Kirkland Lake B02 5 
Georgetown 998 
Manitouwadge 410 
Chapleau 208 
Gore Bay La 
Gravenhurst 670 
Grimsby 950 
Minden 304 
Geraldton, Beardmore 569 
Madoc 226 
New Liskeard 560 
Haileybury 182 
Newmarket 2565 
White River 79 
Terrance Bay 378 
Timmins 787 
Cobourg Lupe 
Aurora 1422 
Lindsay 1034 
Huntsville 12uy 
Collingwood 2152 
Midland 1025 
Kenora -O- 
Hamilton 385 
Atikokan 950 
Orangeville hh6 
Orillia — 3914 
Pembroke 2082 
Marathon 615 
Picton 150 
Parry Sound Vet. 
Campbell ford 350 
Smith Falls 167 
Hornepayne 150 
Mississauga 1420 
Tillsonburg 961 
Wawa 675 
Willowdale 538 
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PERCENTAGE 
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ATLANTIC PROVINCES 


Alexander Weatherby 
Eastern Cablevision 
Guerette Television 
Guerette Television 
H & B Communications 
Northshore Community 
Sydney Thistle 

“Woodstock Community 


WESTERN PROVINCES » 


Aristocrat Cookware Ltd. 


Banff Comminity Antenna 
Barlow 

Benson Lake 

Campbell River 

Central TV Systems 
CESM Television 

Co-Ax Television 

Co-Ax Television 


Community Antenna System 


Community Video 
Cowichan Valley 
Cranbrook Television 
Creston Cable 

RoR. Fouillard 
Greenwocd Video 
Golden Television 
Kootenay Enterprises 
Lake Video 

Langford Sooke 
Merritt Cablevision 
M.S.A. Cablevision 
Northwest Community 
Northwest Community 
Rocky Mountain CATV 
Walter Green 


QUEBEC 


Alfred Picard 
Alfred Picard 
Alfred Picard 
Alphrise 
A. Piché 


“St. Stephen, N.B. 


TYUTO, Wao . 

St. Quentin, N.B. 
Kedgwick, N.B. 
Edmunston, N.B. 
Campbellton, N.B. 
Baie Verte, Nfld. 
Woodstock 


Sait Springs *isiand 
Dv. 
Banff, Alta. 
Kelsey Bay, B.C. 
Benson Lake, B.C. 
BiG. 
Revelstoke, B.C. 
Man. 
Weyburn, Sask. 
Estevan, Sask, 
Sti Pauly Alva. 
Montrose, B.C. 


Cowichan Valley, B.C.. 


Cranbrook, B.C. 
Grestvon, 5.C. 

St. Lazare, Man. 
Greenwood, B.C. 
Golden, -B.6. 
Kimberley, B.C. 

Lake Cowichan, B.C. 
Langford Sooke, B.C. 
Merritt, B.C. 
Abbotsford, B.C. 
Nelson, B.C. 
Castlegar, B.C. 
Hinton & Drinnan 
Franklin River, B.C. 


St-Thomas Didyme 
Normandie 
Girardville 

Lac Carré 
Ville-Marie 
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Beauce 

Beauce Video 

Black Lake Telediffusion 
Borden Community T.V. 
Cablevision 
Chouinard TV 
Chouinard TV 
Coleraine Video 
Cote St-Marie 
“Dalbeau TV 

eel yon 
Electro-Vision 

N. Roy 

Gagnon 

Brisson 

Du Laime 

. Godard 

Gimble TV 

Henri Latulippe 

I. Beaudoin 

I. Labelle 

J. Matteau 

Lachute Cable. 

La Comvagnie de T.V. 
Lebreux 

to, Gs Paradis 

Lb, Laurier 

Maniwaki 

Marcel Beaudet 
Marcel Parent 
Matagami TV 

Mercier Princeville 
Normand Mercier 
North Hatley Transvision 
Pacquin & Martel 
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Paul Television 

Real St. Laurent 

R, St~-Amand 
Telephone Dorchester 
Television Community de 
Brampton 

Thetford Video 
Transvision 
Transvision - 
Transvision 
Transvision 
Transvision 
Transvision 
Transvision 
Transvision 
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Beauceville 


Ville St-George 


Black Lake 


Rock Island 


Asbestos 

La Pocatieére 
St~-Pacome 
Coleraine 
Cote St-Marie 
Dalbeau 

Mt. Tremblant 
La Tuque 
Sawyerville 


Lac aux Sables 
Nicolet 
L'tAnnonciation 
Pierrefonds 
Lac Mégantic 
Baie Comeau 
5St-Come 
Grand'mére 
Lachute 
Sept—Iles 
Grande Vallée 
St-Pascal 

Lac Roc 
Maniwaki 
Warwick 
St-Germain 
Matagami 


Mercier Princeville 


Princeville 
North Hatley 
Notre Dame des 
Anges 

Val d'Or 
Robertsonville 
St-Thecle 

Lac Ethernin 


Brampton 
Thetford 
Danville 
Cowansville 
Victoriaville 
Kast Angus 
Disraeli 
Magog 
Lennoxville 
Windsor 
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Transvision Coaticook 


—.V. Cable 
Vallée Jonction 
Val Martin 
Val Martin 
Victor Rancourt 
Victor Rancourt 
Victor Rancourt 
Video Dery 
Video Dery 
Videotron 
Videotron 


BA 


Coaticock 
Richmond 

Vallée Jonction 
Chomedy . 
Greenfield Park 
St-Benoit Labre 
St-Théophile 
St-Ludger 
St-Raymond 
Bagotville 
Buckingham 

Mont Laurier 
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90:20 
100,0 
100.0 
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CATEGORY IL 
ONTARIO 
Bramalea Cablecast 


Clearview Cable(2) 
General Co-Axial 


Hamilton TV & Appliance 


Hossik Television 
Jarmain Cable System 


Jarmain Cable System 


Maclean—Hunter Cable 
Maclean-—Hunter Cable 
Maclean-Hunter Cable 
Niagara Co-Axial Ltd. 
Oakville Cable 
Richmond Hill Cable 
South Aberdeen 
Western Co-Axial 


WESTERN PROVINCES 


Alberni Cable 
Black Knight | 
Cablevision 


Community TV 
Daniel Rae Sutherland 


QUEBEC 


Radio St-Hyacinthe 
Sorel-O-Vision 

TV Drummond 
Transvision 
Transvision 
Videotron 

Video Cable 


Has potential for Cat. '¥ 


Bramalea 3767 


Simcoe 3035 
Hamilton 3806 
Hamilton 1830 
Toronto 610 
Brantford 2837 
Chatham Zio 
North Bay L23h 
Owen Sound L729 
St. Catherines 2375 
Niagara 1,000 
Oakville ; 
Richmond Hill 3160 
Hamilton 4937 
Hamilton 2920 


‘Port Alberni, B.C. 1,830 


Kelowna, B.C. 3362 
Lethbridge, Red Deer, 
hita: 3164 


Prince Albert, Sask. 1075 
Sutherland, Alta. Bey 


St-Hyacinthe LOO 
Sorel L330 
Drummondville SOs 
Granby 1014 
Valleyfield 335 
Gatineau bee, 
Fabreville 650 
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CALEGORY il 


ONTARIO 


Allview Cable 

Barrie Cable TV ~ 
Cablevue (Belleville) Ltd. 
Coaxial Colourview 
Cornwall Cable 

Grand River Cable 
Hamilton Co-Axial 

Huron Cable TV 

Lakehead Videon. 

London Cable TV 
Maclean-Hunter Cable 
Maclean-Hunter Cable TV 
Maclean-Hunter Cable TV 
Maclean-Hunter Cable TV 
Metro Cable TV 

Oshawa Cable 

Ottawa Cablevision 
Peterborough Cable System 
Rogers Cable : 
Skyline Cable. 
Waterloo TV Cable 
Western CATV 

York Cablevision 


WESTERN PROVINCES 


Community Video 

Community Video 

Greater Winnipeg 

Metro Videon 

Northwest Community Video 


QUEBEC 


Cable TV 

La Belle Vision 
Laurentian Cable 
National Cablevision 
Rediffusion 
Télécable de Québec 


St. Thomas 
Barrie 
Belleville 
Toronto 
Cornwall 
Kitchener 
Hamilton 
Sarnia 
Thunder Bay 
London 
Hamilton 
Toronto 
London 
Guelph 
TOTOnNLO 
Oshawa 
Ottawa 
Peterborough 
Toronto 
Ottawa 
Waterloo 
Woodstock 
Toronto 


Trail, B.C. 
Nanaimo, B.C. 
Winnipeg, Man. 
Winnipeg, Man. 
North Vancouver, 
B.C. 


Montreal 
Shawinigan 
Hull 
Montreal 
Sherbrooke 
Quebec City 


Cy oo7 
5,186 
Wines 
8,474 
3,490 
38,083 
15,042 
7128 
19,678 
34,865 
Bylo 
12,280 
1 282 
11,644 
36,793 
7101 
29,370 
12,411 
12,684 
24,876 
8,341 
5,505 
27,183 


5,690 
5,086 
3,090 
8,630 

15,395 


364775 
17,928 

3,435 
80,000 
15,732 
13,332 


2746 
69.1 
61.7 
41.1 
62.9 
57.0 
37.6 
35.6 
(ows! 
1209 
2060 
14.2 
ie 
73.8 
29.4 
A000 
49.9 
80.0 
20.0 
43.0 
43.9 
45.9 
49.44 
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42.4 
20.0 
78.6 
16.6 


Some Aspects 
of 


Regulating Cable Television 
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Introduction 


This paper is an attempt to expand the discussion 
of cable television policy. It sets out, in as simple a form as 
I can find, some of the problems of developing cable television 
policy, and it proposes some solutionse 

Tt is at variance with some of the guidelines 
announced on April 10, 1970, but it could be integrated with most 
of them, and it seeks the same basi 


Assistance in its preparation came from Albert 
Shea and R.V. Nichols, as well as three students employed by 
the Commission for the summer: Margaret Borthwick, Robert 
Ellis and Roger Jamese It does not necessarily reflect their 
points of views 


Leslie-Mallin, 
August 5, 1970. 


To begin with 


A Canadian policy for cable television must aim at 
enriching the television viewer's range of choice without eroding the 
free-air broadcasting upon which cable television is based. 


Enrichment may be achieved through cable television in 
several wayse One is the provision of signals from television stations 
too distant to be received by rooftop antennee Another is the provision 
of a channel dedicated for educational broadcasting. And the viewer's 
range of choice can be increased by the provision of channels for various 
specialized uses, of which perhaps the most obvious is community-oriented 
programming 


This provision of channels for specialized uses 15 
the most exciting things about cable television, and merits very careful 
study 


But one must be careful not to lose sight of something 
that is absolutely fundamental to cable television: it exists because 
a certain segment of the population is willing to pay to receive more 
mass-appeal channels. Nor should we forget that, at least so far in 
Canada, the cable operator $5 in the unique position of being legally 
entitled to retail manufactured products for which he does not paye 


Community Programs 


_ Over the years, Canada has evolved a broadcasting system 
sntended to serve local areas rather than vast regions. By limiting 
transmitter power, successive regulatory bodies have preserved the concept 
of the local broadcaster serving basically one city and its surrounding ~ 
smaller communities 


Various influences have worn away this concept. Radio 
broadcasters have turned increasingly to recorded music, much of it re- 
corded outside Canada, to fill up most of their program hourse Television 
broadcasters nave come to draw large amounts of their programming from 
national networks (and much of the etwork programming has been non- 
Canadian), or have purchased syndicated programs which, whether foreign 

or Canadian, are not sntended to reflect any specific community e 


The rapid spread of cable television provides an excellent 
opportunity for the restoration of this concept of local broadcasting. 


Cable television licenses cover smaller areas than those 
covered by free-air broadcasting licenses, so that the cable licensee is 
more likely to be dealing with one comaunity, rather than several. 
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A cable licensee can set apart one or more channels for 
local origination. This allows him to serve a minority audience--those 
interested in community affairs--while at the same time his off-air 
channels provide service for those of his customers, almost certainly 
the majority, who want to watch mass-appeal channels. 


Because the cable licensee can deliberately set out to 
serve a minority audience without diminishing his service to the majority, 
he is clearly ahead of the free-ai broadcaster, whose single channel 
does not allow him to serve minority and majority audiences simultaneously. 


There are, it seems to me, two kinds of community programs: 
the kind in which the producer describes the community, and the Kind in 
which the community describes itself. It will always be easier for the 
cable licensee to do the first kind, but it will always be better program- 
ming if he does both kinds. 


In doing the first kind of programming, the licensee is 
guessing at what would serve the community best, and is then trying to 
supply it. He naturally strives to emulate the programs produced by 
free-air broadcasters, even though his role is to supplement their fare, 
rather than reproduce it. 


At least one consequence of this is that he may seek out 
program exchanges with other cable licensees.s Once this begins, there is 
pressure to produce programs that are less directly involved in the licen- 
see's community, and thus more readily ex hangeable. And the idea of 
community programming begins to slip aways 
» 


Clearl it is desirable that at least 
9 
voted to giving the community a chance to describe itself. 


The closest that free-air broadcasters have come to this 
$5 the often abused open-line programe Such a program is often abused 
simply because of the free-air broadcaster's urge to preserve for himself 
a mass audiences Consequently, there is pressure to add excitement to the 
program~-artificial excitement that leads to hysteria, discourages rational 
participation, and drowns discussion in polemics. 


Since the cable licensee need not seek massive audiences, 
he ig at least freed from this sort of pressure. But there are others-- 
and, paradoxically, the Commission is among them. 


The holder of a broadcasting license is responsible for 
whatever passes through his broadcasting outlet. He cannot avoid that 
responsibility. He may be called to account for his discharge of that 
responsibility at a public hearing into the renevial of his license. 


Since the license is central to his operation, he guards 
st. All too often, this takes the form of believing not that he may 
do anything that the regulations do not forbid, but that he should not 
risk doing anything that the regulations do not specifically instruct him 
to dde 


Bie ye 


Allowing a community to describe itself through a channel 
on his cable system is to risk sacrificing absolute control of programming e 
Caution enjoins the licensee to grant public access to his broadcast outlet 
only in the safest possible circumstancese 


This, in turn, leads to his permitting only the most 
orthodox views to be expressed} which finally means that the only members 
of the comaunity who are given a voice through the cable system are those 
who already have a voice through more traditional means, and who in any 
case represent opinions that are already widely held. 


If genuine public access to the cable system is to be 
achieved, the cautious licensee must have reassurance--and reassurance 
that he can point to in a specific way tin time of dispute. He has to 
have a regulation. 


je 


A regulation to ensure orderly public access can be 
devised fairly easily. The necessary elements are easily recognizable. 
Access would be for community residents on @ first come, first served 
basis; each person would have the same amount of time; there would be a 
standard delay of perhaps 48 hours for the licensee to remove any state- 
ment clearly obscene or libellous or designed to encourage criminal 
activity. 


Since the Commission is going to have to come up with 
some kind of a ruling on access to cable television by politicians, it 
would seem no great additional effort to ensure access to persons vino 
wish to express their views on matters of community interest but who are 
not at that moment seeking political office. 


Recently, the Broadcast Programs Branch studied the oper- 
ation of six cable television licensees who originate programs. Of the 
six, four were broadcasting on their local origination channels material 
that the respective licensees had not produced themselves. In two cases, 
the amount of such non-local material was substantial--30)5 to 40/5. 


The message here is clear. "Community affairs channel" 
has already been translated to mean "local origination channel” by these 
licensees. The drive to maximize profit is going to lead to more and more 
program exchange, and the local service concept will suffers 


Prohibiting program exchange is not necessarily the an- 
swer, because often such ex hange would be peneficial--particularly where 
several licensees are within one major population centre, such as Toronto 


oS ee 


of Montreal. 


Rather, the answer is to ensure that communities will have 
access to the cable; because it is in this matter of public access that 
cable television has something unique to offer, and in designing policy 
for any broadcast medium, one cannot ignore that medium's unique qualities. 
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In any case, if the community affairs channe 
much meaning, some direction will have to be given the license 
by regulation or by condition of license--as to the minimum e 
this regard that is expected of hin. 


Existing data indicate that the cost ver hour to com- 
munity affairs programming varies widely, dependina on the ambition and 
thrift of the licensee. Of the six systems noted above, three had a 
cost per hour ranging between $62 and $71, and the highest of the six 
was $205. 


Given the wide differences in cable license areas, the 
varying degrees of penetration possible in different markets, and the 
differing needs of communities, it seems likely that each licensee should 
have his level of community affairs orogramming specified as a condition 
of license. 


An hours per week/number of subscribers annual revenue 
ratio could probably be devised as a general guide, and the report of 
the above mentioned Broadcast Programs Branch study will no doubt be 
very helpful in preparing such a ratioe 


Protection of the Free-Air Broadcaster 


Basically, there are two ways in which a cable television 
system can adversely affect a local television station: it can damage the 
economic base of the station, and it can overwhelm its programming appeal. 

The economic concern has two aspects? fragmentation of 
the market, and the withdrawal of certain advertising altogether. 

If a cable television system allows viewers to watch their 
choice of four signals (three distant, one local) where they could only 
watch one before, the proprietor of that one signal has only a quarter of 
the audience instead of all of it, and the value to advertisers of his 
commercial time drops accordingly. 


Also, if an advertiser finds he need not buy time at all 
on the local station because his message is getting in there anyway because 
of the time he has bought on the three distant stations, he will probably 


withdraw his advertising completely from the local station. 


As long as the distant signals involved are all Canadian, 
there is less damage done, because almost all Canadian television stations 
are affiliated with networks, and one of the functions of these networks 
ss to ensure that financially weak stations get various kinds of assistancee 


But where the distant signal comes from outside Canada, 
the local television station operator is not alone in losing the revenue$3 
it is lost to the Canadian broadcasting system entirely. VInen one 
considers that the kind of advertising thus lost is the packbone of the 
system--the major snternational advertising of the General Motors and 
Coca-Cola variety--it is easily seen to be a major loss, probably fatal 
to the system. 
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There is also the matter of program appeal. 


For better or worse, Canadian television stations are 
required to broadcast programs that, for at least half the time, are 
different from the programs broadcast on U.S. stations. 


Accordingly, in an area where there are two lo 
Canadian stations, a distant U.S. signal has more program appeal than 
a distant Canadian signale The distant Canadian station is, for the 
most part, offering the same programming as one of the local stations; 


but the distant U.S. signal has more to offer that is different. 


The Canadian broadcasting system, which has needed 
protection and subsidy virtually from birth, is founded upon the idea 
that within reason Canadians would rather have their own national 
programming than the programming of some other nation. ‘The allur 


es 
stant U.S. signals, then, must be offset by attractive Canadian 


There are various ways of dealing with the economic 
aspect. 


One is a limitation on the number of non-Canadian 
commercial signals that may be carried by a cable system. Another is 
the removal of advertising from such non-Canadian commercial signals. 
Related to this, and to the matter of program appeal, is the removal 
from a foreign signal of programming duplicated on a Canadian signal 
within a certain time period. Finally, the cable licensee may pay 
some measure of compensation to the television station whose operation 
his undertaking affects. 


In regard to this last: the Federal Communications 
Commission in the United States has suggested that where cable operators 
import a distant signal, they pay an amount equal to O.Tepen ent rot iit 
gross revenue as compensation for program rights. 

While this may suit admi 
United States, it would have an odd effe 
to compensating the party least in need 


rably the circumstances in the . 
ct in Canada. It would amount 
of compensation. 
: The distant station is not hurt by cable television; its 
market is, if anything, somewhat enhanced. Nor is the copywright holder 
substantially affected. It is the local station that may suffer by the 
local cable operation. 


Given the choice between fewer imported channels and a 
blackout of commercials on those imported channels, both Canadian viewers 
and cable licensees would probably prefer a blackout of commercialse 
But the solution may well involve both: a limit of two non-Canadian 
commercial channels with commercials blacked out would probably be 
acceptable both to cable licensees in areas like Toronto, and to licensees 
$n areas rather more remote from the border. 
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If this could be combined with payments from the cable 
licensees to the local television station or stations, there would be a 
measure of relief both for the fragmentation of market and for the matter 
of program appeal. 


Where a cable operator had to set aside a fi 
of his revenue to compensate for fragmenting the market, we 
these effects: 


ixed percentage 
would see 


1. The non-proliferation of mass~appeal channels. 
A cable licensee would not, for example, 
duplicate affiliates of a network unless there 
were program differences sufficiently 
Significant that they could be used as selling 
points to subscribers; 


2° Eline ela of compensation to the station 

eeding it most--the station in a one-channel 

ee facing four-way fragmentation (one or 

two new Canadian, two or three new U.S. if a 
U.eSe non-commercial channel is available); 


3. Lesser compensation in stronger Canadian 
markets, so that in metropolitan Toronto or 
Montreal, the compensation would be spread 
equally over several prosperous stations3 


4. Sufficient equality of choice between cable 
systems along the border and cable systems in 
the hinterlands that the cry of "second-class 
citizenship" could not so readily be raised. 


In the matter of proliferation of mass-appeal channels, 
we should bear in mind that there are cable systems in Toronto offering 
“EN O fe 


three CBC channels (CBLT, CKVR and CHEX) whose difference in programming, 
particularly in the peak evening viewing hours, is negligible. 


We must also bear in mind that every channel devoted to 
duplicating a mass-appeal signal is a channel taken away from serving a 
minority audience--one of the things for which cable television is most 
admirably suited. 


Compensation to free-air broadcasters within whose B 
contour a cable operation is licensed could be worked out by some formula 
acceptably to both licensees--perhaps based on a ratio of cable 
subscribers/total market. 


It would go to some lengths to redress the odd situation 
that a cable operator is, at least so far, one of the few retailers in 
Canada who does not have to pay for his stock in trade. 
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The use of channels 


The conventional television set has a 12-channel 
selectors Although the technology for 20-channel cable systems, or 
systems with even more channels, ig available, we must cope first with 
the basic 12-channel system. 


Canada has three television networks: CBC English, CBC 
French, and CTV. Additionally, it has two major independent stations: 
CETM and CHCH. In any given market, without the use of a remote head-end, 
the largest possible combination of these is four channels without 
duplication. For the most part it is two, and in some cases three. 


Immediately adjacent to Canada there are & 
commercial networks, certain minor commercial groupings,:and a non- 
commercial network: NET. All of the Canadian and U.S. networks described 
are mass-appeal broadcasters, although the CsC and NET may argue that 
they produce many programs not specifically designed for mass appeale But 
we must deal with the balance of programming, and on that basis they are 
mass-appeal broadcasters. 


Where a cable licensee can readily find the signals, and 

are no partifular restrictions, his urge is to fill the 12-channel 

dial with mass-appeal signals, even when this involves considerable 
ati 


In Toronto, for example, several cable ms carry three 


SYSLE 
channels broadcasting CBC programming (CBLT, CKVR, and CHEX), and two 
channels of CIV programming (CFTO and CKCO). In Ottawa, there is duplication 
of tyvo CBC English ovmed and operated stations (CBOT and CBMI), and two 
CTV stations (CJOH and CFCF); oddly enough, there is no duplication of CBC 
Erench network stationse Now, this duplication of signals is a sheer waste 


of spectrume 


The difference between the programming of CFTO and CxCO 
4s small, and during the hours when viewing its at its peak, the difference 
ss minutes The difference between the programming of CKVR anc CHEX is 


remarkably small, except for late-night films and NUL games on alternate 


weeks, and it is very hard to know what marginal value can be attached to 
these sianals in addiction to CBLT. 


Every channel which is used to dunlicate a mass-appeal 

signal is a channel potentially denied to programming for minority audiences. 
We can see this clearly by looking at some of the Toronto cable systems» 
whose 12-channel dial has the following mass-appeal signals: NBC Oye Caen ten, 
BS (4), CBC (6), ABC (7), NET (17, converted to S), CFTO (9), CHCH (11), 
CHEX (12), CKCO (13). ‘When one bears sn mind that two of these signals 

(6 and 9) are conventionally moved to another channel to avoid ghosting 
problems, we see that no channels are left for other useSe 
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Toronto, admittedly, is somewhat exceptiona 
ferent in 


ion 

of its rich ambient; but the situation is not markedly dif 
Montreal or even in Ottawa. 

Clearly, the proliferation of mass-appeal channels is 
not in the public interest. It is worthwhile to reflect that the area 
where this is most likely to happen is in those metropolitan areas with 
rich ambients; and it is precisely in these areas that a very great need 
is likely to arise for minority audience programming--for language 
minorities, for adult education as well as child education, for localism 
in the face of faceless metropolitanism. 


A limit must be set on mass-appeal channels. The ratio 
7/12 is attractive; it offers room for three Canadian network signals, 
plus a Canadian independent, plus two U.S. commercial and one U.S. 
non-commercial signal, and that-~in sales terms for a cable licensee--is 
a package. that can be marketed. 


It also allovs a decent break for educational channels and 
community program channels, and channels for programming aimed at minority 
audiences. 


: In designing priorities for carriage of off-air channels, 
the guiding principle should be significant range of choice. 


Advertising on locally originated channels 


for the sale by cable licensees of 


Two arguments exist 
programing is originated by the 


ee 
commercial time on channels whos 
licensee. 


is 
e 


One is that this provides a service to the community that 
st would not otherwise enjoy. The other is that the revenue from the sale 
of such commercial time permits him to undertake better programming on the 
locally originated channels. 


Without debating whether advertising really helps good 
things happen, we can agree that advertising is a service to the consumer, 
at least in essence: it makes him aware of goods and services he may need. 
Two things that advertising on cable might permit that existing advertising 
media do not permit are: 


1. The use of television advertising by advertisers 
blocked from existing free-air broadcasting 
outlets, by a lack of availabilities, or 
exceptionally high prices, or both3 
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2. The delivery of advertising to very specific 
markets, as in the case of a Cadillac 
commercial delivered to an affluent part of 
a metropolis--something not difficult by 
cable technology standardse 


The arguments against this are basically: 


1. Where existing free- -air proadca sting outlets 
are overpriced or unavailable, other media-- 
newspapers, magazines, outdoor Co Ae eee 
exist to absorb the need. There may 5 
exceptions with remote, me Ceceieea raat 


communities » and in these cases, where clear 
need is demonstrated, exceptions Aes be 


9, The sale of advertising time on local 
origination channels would tend to lead to 
standardized programming (since the licensee 
has to be able to guarantee what sort of time 
he is Ba ta) and an overemphasis on 
production values leading to a decline in 
spontaneous y community-oriented production. 


No amount of Cadillac advertising is worth the loss o1 
good community programming. 


The argument about the need for advertising revenue 
support programming on locally originated channels is SDUTLOUS e 


While it is true that the cable licensee's rates are 
fixed by the Commission, they are fixed in consultation with the licenses, 
and with his program origination obligations in mind. “here costs shift 
rapidly, the licensee can apply for a change; and where he can demonstrate 
need, no doubt the change in rate would be Sooiecominos 


But it is essential to bear in mind that the cable licensee 

already enjoys a rather more stable financial environment than the fre ee-air 

broadcastere He can prodict his income rather more accurately, and he has 

: sae aa that is not affected, for example, by things like the 
fragmentation of market. 
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The Educational Cr Channel | 


eg A AE DR 


The desirability of reserving for educational broadcasting 
at least one channel on a cable television system is obvious.e At one 
stroke, it sweeps away many of the problems that have hampered edune tater 
television in Canada since its inceptione 
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Provision has been made in the appropriate order-in- 
Council for a definition of educational broadcasting. ‘here a provincial 
government department of education, or a regional £TV authority acting 
as such a department's agent, is prepared to utilize the channel, the 
matter seems straightforward. 


Where no such use is immediately forthcoming, the cable 
licensee should have his obligations towards the educational channel 
clearly spelled out. If it is enough simply that he hes it in reserve 
for use upon demand by the appropriate authority, that should be made 
Cleare 


Related matters, such as the possible costs of operating 
the channel and the supply of connections to school buildings, should also 
be clarified. The cost of dropping a line into a school is sufficiently 
small that the operator should be able to bear it without hardship; but 
if the educational authority wants the licensee to play videotapes all day 
on the educational channel, there may well be a case for compensation. 


These matters can be dealt with by regulation, but before 
regulations are written, consultation with the appropriate education 
officials with other Federal departments involved, and with the cable 
operators would seem desirable. 
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CABLECASTING 


Weekly averages for 
month of June 1970. 


(c) (d) 


Name and starting date (a) (b) (e) 
hours of local hours of total hours per estimated costs estimated costs 
origination non-local week (including per hour for per hour for 


(c) 


ee = 


repeats ) sece (a) SCC. 


London T.V. Cable Services 18 hr. 6 hr. 22 mine 41 hr. 41 mine $ 69.00 $ 30.00 
Ltd. 

(Sept. 1969) 

Rogers Cable T.Ve 9 hr. @) 18: hre $181 .00 $ 91.00 
(Sept. 1969) 

York Cablevision 17 hre 26 mine 3 hre 15 mine 22 hre 10 mine 5 7.00 $ 56,00 
(May 1970) 

Terra Communications S hre 3 mine 156 Mins 16 hr. 1 mine - $101.00 $ 51.00 
(Oct. 1969) 

Guelph Cable TeVe ae hAys 28 mine S| hre 14 mine 23 nxs 45 mine $ 62.00 $ 32a 
(Mare 1970) © 

Ottawa Cablevision 4 hre 35 mine ¢) ip Are 35 mae $205.00 $205.00 


(Febo 1970) 


NOTE 


Columns 


The above figures are for the month 
of June and are not necessarily 
representative of their activity for 
the yeare 


Costs are estimated by dividing the 
system's projected budget for the year 
by the total number of hours produced 
for the month of June multiplied by 12. 


Although all the systems have indicated they will 
increase their hours of cablecasting in the Fall, 
the cablecasting being done should be considered 
experimental, and not necessarily reflecting their 
plans for the futures 
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CABLE COMPANY 


MONTHLY 
RATE (1) 


NO. OF 


SUBSCRIBERS PENETRATION 


ESTIMATED 


‘NET: 


ANNUAL | 
PROFIT (before Income 
1970 (2) Taxe 


eee 


London. T.V. Cable Services, Ltd. 39,000 $5.00 83% 
Rogers’ Systems 

(Rogers Cable T.V. 

(Bramalea Telecable 

(Coaxial Colourview 42,000 $4.50 30%-60% (3) 
York Cablevision 30,000 $4.50 60% 
Terra Communications Ltde 3,000 (4) $4.50 25%-70% (5) 
Guelph Cable T.V. 13,000 $4.50 17% 
Ottawa Cablevision 38,800 $5.00 60% 


FOOTNOTES: 


$1,800,000. 


$2,520,000. 
$1,586,580. 
$ 102,300. 
$ 965,650. 


$1,762,000. 


$414,000. 


$579 ,600- 
$364,913-~ 
$ 11,253. 
$130,100. 


$405,270- 


$100,000. 


1. Single dwelling rate only; does not include bulk or extra outlet factor, 

2. DeBsSe 1968 Report on C.A.T.V. The report showed a 23% profit for companies having an annual revenue 
greater than $400,000, and on 11% profit for companies with an annual revenue greater than 
In this column, the same 1968 profit percentages are applied to the 1970 annual revenues to give an 
estimated annual profit. This estimated annual profit does not consider on the one hand, increased 
expense due to cablecasting; or on the other hand, slightly increased profits ina maturer companye 

3. 6 areas. 

4. At present, only 1,500 paying subscriberse 

Se 2 arease 
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SERVICES DE TELEVISION A ANTENNE COLLECTIVE 


1969 
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The Minister of Industry, Trade and Commerce 
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Publication avutorisée par 


le ministre de I'Industrie et du Commerce 


November - 1970 - Novembre | 
‘ina i Price - Prix: 50 cents 
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Ottawa 
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Reports Published by the 
Transportation and Public Utilities Division 
dealing with 


COMMUNICATIONS 


Catalogue 
number Title 


56-201 ‘Telegraph and Cable Statistics — Annual. 


Operating revenue and expenses; income 
account; number of telegrams and cablegrams,; 
value of money transfers; wire and pole line 
mileage; and employees, Salaries and wages of 
the telegraph and cable industry by company. 


56-202 Telephone Statistics — Preliminary Report on 


Large Telephone Systems — Annual. 


Numbers of telephones by type of Service; 
selected employment and financial statistics; 
and number of telephone calls reported by large 


telephone systems by company. 


56-203 Telephone Statistics — Annual. 


Number of telephone calls; number of tele- 
phones by type of service and by type of organ 
ization; wire and pole line mileage; employees, 
salaries and wages; assets, liabilities and net 
worth data; and revenue and expenditure of the 


telephone industry by province. 


56-204 Radio and Television Broadcasting — Annual. 


Operating revenue and expenses by admin- 
istrative department, by area and by revenue 
group; employee statistics by area, analysis of 
jet profit; balance sheet data; detail of property, 
plant and equipment; detail of net worth; and Sal- 
aries, wages and fringe benefits, and employee 
statistics by staff category of the radio and te- 


levision broadcasting industry. 


56-205 Community Antenna Television — Annual. 


Wireline facilities, subscribers and contracts 
by area; operating revenue and expenses by area 
and by revenue group, employee statistics by 
area; income and surplus accounts; and a state- 
ment of assets, liabilities and net worth of the 


community antenna television industry. 


In addition to the selected publications 
listed above, the Dominion Bureau of Statistics 
publishes a wide range of statistical reports on 
Canadian economic and social affairs. A com- 
prehensive catalogue of all current publications 
is available free on request fromthe Dominion Bu- 


reau of Statistics, Ottawa 3. 


The Queen's Printer 
Ottawa 


Rapports publiés par la 


Division des transports et des services d'utilité publique 


traitant les 


COMMUNICATIONS 
Numéro de 
catalogue Titre 
56-201 Statistique des télégraphes et cables — Annuel. 


56 - 202 


56 - 203 


56-204 


56- 205 


Recettes et dépenses d’exploitation; compte 
de revenu:; nombre de télégrammes et de cablegram- 
mes; valeur des transferts d’argent; longueur de fil 
et de ligne sur poteaux; et employés, traitementset 
salaires par société de télégraphe et de cable. 


Statistique des téléphones — Bulletin préliminaire 
sur les grands réseaux telephoniques — Annuel, 


Nombre de postes par genre de service; certal- 
nes statistiques sur J’emploi et les finances, 
et nombre @’appels déclarés par Jes grands resaux 
téléphoniques, par société. 


Statistique du téléphone — Annuel. 


Nombre d’appels téléphoniques; nombre de pos- 
tes par genre de service et selon la forme d’orga- 
nisation; longueur de fil et de ligne poteaux, em- 
ployés, traitements et salaires; actif, passif et 
situation nette; et receites et dépenses de }’indus- 
trie des téléphones, par province. 


Radio et télévision — Annuel. 


Recettes et dépenses d’exploitation par ser- 
vice, par région et par catégorie de recettes; sta- 
tistique de l’effectif par région; analyse des bénéfi- 
ces nets; données du bilan; propriété, installations 
et équipement; avoir net; traitements, salaires et 
avantages sociaux, et statistique de l’effectif par 
catégorie d’employés de l'industrie de la radiodif- 
fusion et de la télévision. 


Services de télévision a antenne collective — Annuel. 


Installations de lignes, abonnés et contrats 
par région; recettes et depenses d’exploitation par 
région et selon la catégorie de recettes; statistiques 


sur les employés par region, compte de revenu et 


de surplus; état de lactif, du passif et de la situa- 
tion nette del’industrie des services de television 
a antenne collective. 


Qutreles publications ci-dessus énumérées, le 
Bureau federal de la statistique publie une oe 
variété de rapports statistiques sur le Canada tant 
dans le domaine économique que social. On peut se 

rocurer gratuitement un catalogue complet des pu- 
bicaiane courantes au Bureau fédéral delastatis- 
tique, Ottawa 3 (Canada), 


L'Imprimeur de la Reine 
Ottawa 


: ven jeeihaigh. 
1@ he! by 
or ae a) : 
pr aa = wr 
de’ atv a! 
_ a4 


‘seine .\ x - w: - «Ad. 
sc haa ash os cen Ee 
of . 


Saar. If wuts n0 wake 


% meat aay 


re hee (| apo of ve VaR ee cera 
ri = ‘atten Eiki) sea os allem \ es 
¢ 4 vey io pte =. ne OS oy 
ae ‘. oe 1 © Sqn r ‘ 
i we Aty Awa 1. | pw) £9 se 
“eS @ ‘Aa ¢* a} 7 es ye 4 Oy 5 | Lea Ls 
oe, eee oe oe rr T 
‘ 
e498 ta 4 ‘ie iwi { 
aan | 4 ae 6 (a ys » 7 Aa) oS ~@6¢ 89 ae a : 
as} > «& i he Le we wt Ghee i ¥ 7 
Lye ea A be 1é% r vs. 
See hel ant C16) (Qe 0 gown 9 ’ i@7Gh wa : ‘ : 7 
bar | eit! ® rl : "4a @hup ; pa Ye 4 ai ' j : 
| wee mn eb 4s Veto ts Biya Pom Tee re : Tyna A +l 
ot 14465 wi) Mone @ V9 a; Das 1) tad oo 4° 
io ope Be i @@oet sartn 
Dene Wis @ one (ae @rohiege 4 amerehar, 4 4 ing : ode 7 
a f ( Mav WD fail é é eva / mitt Ae 
«0 5¢@ (ap Of fe @0i0K9 ‘ pervs re >” °f Neen 
POG 1 , “es yhtes & ies = APSF peg ; = in “ 
e ie 7) ae ee oe : » we = ee za! 
sti4 we @* & i@ ip, Se as 4 " 7 "TT" 
- i , td ize 4@) oe [We ry a8 able 
</eek 
; f 
oe 
e Ages sae: dd-)/ otis Ul wv ; vide q Beiseten phe gn ann “ » 
¥% sAl @ i\p2ede wl ¢ ice ‘ 7. 260 0 ant 4 o ght omy fh om aaa =a @ ; 
= oo) & 72 1666q%. 19's chica ®> 4 


‘Oh Bice 43 i &)<é -.- 


eaqes ees b Gp’. hm iy peu aq ag Aol = 
ewok oi cough & . anh hb oes ie = M ene Rainy 
"et . 9265 « ¢ = « th ollety ie wo tys¢ > Gums, Vs | ye @6 70 
Cn oh ote bi eae) J ole ‘ew « 4:5 4 . - aoe 


a 6: ewe feet) 
rare atwae 


iy 


" ‘ Feed | st - e Pak -- 
j 


Introduction 


Review of Survey Results 


TABLE OF CONTENTS 


AGS TO CE DSC AOI OE SR ey EAN I] Nah tA te OSES) aca 


Table 


1. Wireline Facilities, 


Subscribers and 
Contracts of the CATV Industry, 1967, 
1968 and 1969 


_ Operating Revenue and Expenses and 
Employee Statistics of the CATV 
Industry, 1967, 1968 and 19G0 Sie 


_ Wireline Facilities, Subscribers and 
Contracts of the CATV Industry by 
ATCA, 1969. cncccnegecececsenbarettreccer rneatnancenses 


Sw Le clalele te Siew ple c'e.t6 [ope Cee a Ode a ee O8ee = Smo 


. Operating Revenue and Expenses and 
Employee Statistics of the CATV In- 
dustry by Area, 1969 0... eects 


. Operating Revenue and Expenses of the 
CATV Industry by Revenue Group, 
Pee roe oes pied ds vanepdeceiscaermenatn sateen 


. Income Account and Surplus Account of 
the CATV Industry, HOGS tories 


_ Assets, Liabilities and Net Worth of the 
CATY Industry, 1969 ......cseeeseeseeeeees 


Page 


10 


il 


ke 


12 


13 


TABLE DES MATIERES 


TYPE TOE POTD es eo rouse s sean ccna wir ener mnnasieenensomentionerenwesis 


Revue des résultats de PCO CO) eer aeceranen ates 


Tableau 


1. Installations de lignes, abonnés et con- 


Ww 


oth 


.Recettes et frais 


trats de la STAC, 1967, 1968 et 1969... 


. Recettes et frais d’exploitation et statisti- 


que de l’emploi de la STAC 1961, 1006 
ANE GO ee case cane ua dea vw ash ssouen rareads atte shor Ohne 


Installations de lignes, abonnés et con- 


trats de la STAC par région, TOG Sees. 


._ Recettes et frais d’exploitation et statisti- 


que de l’emploi de la STAC par région, 
1G a ih) aie OO eet Ie et cht cn Ra ere 


d’exploitation de la 
STAC selon la catégorie de recettes, 
LOGO Ch ee ee Jiubegnor sete cduas orerensnannacvnre™ 


.Compte de revenu et de surplus de la 


STAC, POC So gaacennnernssvnnseececosmaceamenscnanarery 


_ Actif, passif et avoir net de Vindustrie de 


TA ST ACs 19698 i. cess heapsenc Wer eneqeranecasmrarens 


10 


11 


12 


12 


13 


ee 
7 7 : 

} 

a, sie wen! 86 eed 


Pe ° Care ' eeeatt at of 4 ‘ Ow Tain rt Sadlgti?at ot) 
CM) oy He 1) £76 


re iP iene 9 de a8) ‘Wy Shy y PA i. 

‘ Cm by, ai . 
a MATING Gal is4 rin y Wei ‘H ate sae) nit re ye) Gee . 
Te Re | ee edi 


befiin Ps a) Ge av.ge wa e A‘aa 7 mI 
ai wis ww , 


(2P) tae ti) |g 


oy wT LAL i af Oey | ' j ate eeu) Uj <4 = 
oy ro4 in fo a) v : au “ et bale a ove 7 
u > : e al . 
A f 
ee ee | ie otal a 
notte D4 40 oe : a! | j 7id~ = et w wes is | e an 7 
gé i Oa) as ip es ; . 
ye rp, oem Th lw ogee a 
bf-en “Ey OM jc stied Oe . ae 
F | ‘ : 
ap? ° i) i oe DP Dew torypetaly 
[Pee | 6 itairOni 
. 4 we fiwme +o (Aw #88 i\(éen 
ad 


We) wr wll 


SYMBOLS SIGNES CONVENTIONNELS 


The following standard symbols are used in Les signes conventionnels suivants sont em- 
Dominion Bureau of Statistics publications: ployés uniformément dans les publications du Bureau 
fédéral de la statistique. 


_.. figures not available. .. nombres indisponibles. 


... figures not appropriate or not applicable. ... n’ayant pas lieu de figurer. 
= mil. or Zero. — néant ou zéro. 

-- amount too small to be expressed. -- nombres infimes. 

p preliminary figures. Pp nombres provisoires. 


r revised figures. r nombres rectifiés. 


INTRODUCTION 


This publication contains the results of an 
annual survey conducted by the Dominion Bureau 
of Statistics with respect to the Canadian commu- 
nity antenna television industry. It represents the 
third edition of this important and rapidly expand- 
ing segment of the communications field. 


A community antenna television station of 
system, as defined by DBS, is a system for re- 
ceiving signals from broadcasting stations and 
distributing them by cable to subscribers. The 
subscriber is thus able to increase the number of 
television channels and FM stations which he can 
receive, which averages from two to four channels 
and stations each from Canada and the United 
States. This is made possible by large, suitably 
located antennas which are able to pick up signals 
outside the normal area of reception. Amplifiers 
raise the strength of the signals which are in turn 
transmitted to subscribers. Normally there is an 
installation charge for this service aS well as a 
monthly service charge. Community antenna 
television is also commonly referred to as cable 
cvs 


The data presented herein were compiled from 
information reported in DBS questionnaires, which 
were provided to all CATV companies, each of 
which was requested to file a separate return for 
each CATV licence held. As in previous years, 
these questionnaires have served the statistical 
requirements of the Canadian Radio-Television 
Commission as well as DBS, thus avoiding dupli- 


cation of effort and easing the reporting burden- 


on the licensees. This publication is primarily 
intended to provide information to the community 
antenna television industry to assist the individual 
station operators to assess their performance in 
relation to other stations in similar areas and 
operating revenue gfOups. It should also prove 
useful to the radio and television broadcasting 
industry, electronic equipment suppliers, those 
involved in providing educational television serv- 
ices, as well as the general public. 


New regulations were introduced by the 
CRIC during 1968 requiring the licensees of all 
stations to report a uniform fiscal period ending 
August 31 each year. As a result, all information 
contained in this report is presented for the fiscal 
period ended August 31, 1969. 


The CATV industry comprised a total of 400 
stations in operation during 1969 compared with 
377 during 1968. Future expansion of facilities is 
expected to grow significantly as there are now 
nearly 1.7 million potential subscribers situated 


along existing wireline facilities. 


The response to this survey was rather — 


gratifying although some stations failed to report. 
To obtain industry-wide totals, estimates were 
used for these non-reporting stations. The esti- 
mated portion of total revenue amounted to only 
4.6 per cent since the stations which did not 
report were quite small. 


La présente publication renferme les résultats 
d'une enquéte annuelle menée par le Bureau fédéral 
de la statistique sur les services de télévision a 
antenne collective. Il s’agit du troisieme rapport sur 
ce secteur en pleine expansion du domaine des com- 
munications. 


Le, B.F.S. définit comme réseau ou station a 
antenne collective tout systeme qui capte des signaux 
d’émission pour les transmettre par fil a ses abonnés. 
Ces derniers ont ainsi acces 4 un plus grand nombre 
de postes de télévision ou de radiodiffusion 4 modu- 
lation de fréquence, et recoivent en moyenne les 
émissions de deux 4 quatre stations supplémentaires 
de radio ou de télévision situées au Canada ou aux 
Etats-Unis. Ceci est possible grace a de grandes 
antennes convenablement situées, qui permettent de 
capter des signaux au-dela de la zone de réception 
normale. Les signaux sont renforcés par des amplifi- 
cateurs, puis retransmis aux abonnés. Généralement, 
ce service entraine des frais d’installation et un 
abonnement mensuel. La télévision a antenne collec- 
tive est souvent connue sous le nom de télévision 
par cable. 


Les résultats présentés ici sont fondés sur le 
questionnaire du B.F.S. que chaque service de téle- 
vision & antenne collective (STAC) a été prié de 
remplir pour chaque licence détenue. Comme par le 
passé, ces questionnaires ont satisfait aux exigen- 
ces statistiques du Conseil de la radio-télévision 
canadienne, ainsi qu’a celles du Bolt Sy, ceva 
permis d’éviter le double emploi et d’alléger la tache 
de ceux qui doivent les remplir. L’objectif principal 
de la publication est de fournir des renseignements 
aux services de télévision 4 antenne collective dans 
le but d’aider les exploitants de stations a évaluer 
leur rendement par rapport a d’autres stations de la 
méme région et de la meme catégorie de recettes 
d'exploitation. Elle devrait également se reveler 
utile & l’industrie de la radio et de la télévision, aux 
fournisseurs de matériel électronique, aux personnes 
chargées de la télévision éducative, ainsi qu’au 
grand public. 


Le CRTC a établi en 1968 de nouveaux regle- 
ments imposant @ tous les titulaires de licences de 
Stations de STAC un exercice financier uniforme se 
terminant le 31 aodt de chaque année. Par consé- 
quent, tous les renseignements contenus dans le 
présent rapport s’appliquent a-l’exercice financier 
prenant fin le 31 aodt 1969. 


En 1969 les services de télévision a antenne 
collective exploitaient 400 stations, contre: 377 en 
1968. On preéevoit une expansion considérable dans 
cette industrie, puisqu’il existe actuellement pres de 
1.7 millions d’abonnés éventuels sur le parcours des 
lignes existantes. 


Une fois de plus, l’enquéte a recu un accueil 
plutot encourageant, méme Si quelques stations se- 
sont abstenues de répondre. Pour ces derniéres, on 
q établi des estimations, afin de présenter des totaux 
pour toute l’industrie. La part de ces estimations 
n’est que de 4.6 p. 100 pat rapport aux recettes tota- 
les, les stations qui se sont abstenues étant en effet - 
assez petites. 
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REVIEW OF SURVEY RESULTS 


During 1969, there were 461 licensed commu- 
nity antenna television stations but of these, 61 
were not operating. The 400 operating stations 
reported a total of 722,767 individual subscribers 
as well as 10,257 commercial and bulk contracts 
(with hotels, apartment buildings, etc., in which 
one contract covers a number of outlets) in 1969 
compared with 555,275 and 8,280 respectively in 
1968. The following table presents the above data 
for 1969 by province: 


Licensed stations — Stations détentrice 
G'une licence 


n 


Stations not operating — Stations inactives 
Operating stations — Stations exploitées .... 


Number of individual subscribers — Nombre 


A abOANSSMMATECULIETS. 1... 22.ctece-cnernsctar 188 - 475 
Number of commercial] and bulk contracts — 

Nombre de contrats commerciaux et en 

BTN ooo nn ccncecesswnnsw'anckeasxproratceovenpeansedraazt= tomy 2 = ie 


Ontario was the leading user of CATV serv- 
ices in 1969 with 361 thousand individual sub- 
scribers, followed by British Columbia with 171 
thousand and Quebec with 164 thousand. 


As there were provinces with fewer than three 
stations reporting, these were combined with other 
provinces in Tables 3 and 4 to ensure confiden- 
tiality of individual returns. 


The CATV industry registered an increase in 
operating revenue for the year under review com- 
pared to the previous year’s operations. Between 
1968 and 1969, total operating revenue rose by 
19.5 per cent from $31.3 million to $37.4 million. 
Of the total operating revenue, monthly service 
charges accounted for $33.4 million or 89.3 per 
cent. Total operating expenses increased by $4.9 
million in 1969 from $26.4 million to 31.3 million,. 
which was mainly attributable to an increase of 
$2.2 million for salaries, wages and bonuses. 
However, total operating revenue exceeded these 
expenses, resulting in a net operating profit of 
$6.1 million for 1969, an increase of $1.2 million 
from the net operating profit earned in 1968. 


Some stations report income and expenses 
which result from activities not related to CATV. 
DBS classifies investment income and rental 
income in the category ‘‘other income’’ shown in 
Table 6. ‘‘Other expenses"’ include such items as 
life insurance and donations. In 1969, other income 
net of other expenses totalled $442,080. Provision 


REVUE DES RESULTATS DE L’ENQUETE 


En 1969, il existait des licences pour 461 Sta- 
tions de télévision 4 antenne collective, dont 61 
cependant, n’étaient pas en exploitation. Les 400 
stations exploitées ont déclaré, au total, 722,767 
abonnés particuliers et 10,267 contrats commerciaux 
ou collectifs (ce qui comprend les hotels, les immeu- 
bles & appartements multiples, etc., ou plusieurs 
utilisateurs sont desservis aux termes d’un seul 
contrat) pour l’année 1969, contre 555, 2750 ets 83230 
respectivement en 1969. Le tableau ci-aprés présente 
la répartition par province de ces données: 


361, 498 122,767 


4,227 10, 267 


Pour l'utilisation des STAC c’est ]’Ontario qui 
vient en téte, avec ses 361,000 abonnés particuliers; 
suivent la Colombie-Britannique, avec 171,000 et le 
Québec avec 164,000. 


Du fait que pour certaines provinces, les répon- 
ses portaient sur moins de trois stations, il a fallu 
incorporer les chiffres les concernant a ceux d’autres 
provinces dans les Tableaux 3 et 4 afin de sauve- 
garder le caractere confidentiel des déclarations. 


Les STAC ont augmenté leurs recettes d’exploi- 
tation l'année observée, par rapport aux résultats de 
l’année précédente. De 1968 a 1969, les recettes 
d’exploitation ont augmente de 19.5 p. 10u, passant 
de 31.3 millions de dollars a 37.4 millions. Le mon- 
tant des abonnements mensuels a été de 33.2 millions 
de dollars, soit 89.3 p. 100 du total des recettes 
d’exploitation. Les dépenses d’exploitation se sont 
accrues de 4.9 millions, en 1969 passant de 26.4 
millions de dollars a 31.3 millions principalement en 
raison de l’augmentation.de 2.2 millions de dollars 
de la rémunération et des gratifications. Toutefois, 
les recettes d’exploitation ont dépassé ces dépen- 
ses, ce qui a permis de réaliser un bénéfice d’ex- 
ploitation net de 6.1 millions, soit une augmentation 
de 1.2 millions par rapport a 1968. 


Plusieurs stations déclarent des revenus et des 
dépenses qui n’ont pas trait aux STAC. Pour le 
B.F.S., les revenus de placements et de location 
entrent dans la catégorie des ‘‘autres revenus’’? au 
Tableau 6. Parmi les ‘‘autres dépenses’’, on compte 
les primes d’assurance-vie et les dons. Pour 1969, 
le montant net des autres revenus, apres déduction 
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for income tax by the profitable companies 
amounted to $3.4 million in 1969 compared with 
$3.1 million in 1968. In 1969, the CATV industry 
achieved a profit after income tax of $2.3 million 
representing a considerable gain over the profit 
earned in 1968. 


All tables in this publication embrace the 


activities of the industry as a whole. Table 1 
shows comparative data for the reporting years 
1967, 1968 and 1969 for wireline facilities, sub- 
scribers and contracts. Wireline faci:ities in these 
tables refer only to cable facilities and do not 
include electronic equipment. Table 2 presents 
comparative details of operating revenue and ex- 
penses for the 1967, 1968 and 1969 reporting 
years. 


Table 3 shows data for wireline facilities, 
subscribers and contracts by area of operation for 
the year under review. 


Tables 4 and 5 provide details of operating 
revenue and expenses by area and by revenue 
group. All areas showed an operating profit in 
1969 and, on a Canada wide basis, the industry 
showed an operating profit of $6,101 thousand 
with British Columbia and Quebec accounting for 
47.2 per cent and 30.8 per cent respectively, of 
the industry total. Details for the average monthly 
number of employees ‘and salaries, wages and 
bonuses are shown by staff category in the table 
below: 


Technical and maintenance — Personnel technique et d’entretien .......-..+ 810 


Administrative — ACMiniStratiOn .....escesescctecerereeetsetsenecesseeeses 


Aye 


des autres dépenses, atteignait $442,080. Les provi- 
sions pour impots sur le .revenu, constituées par les 
sociétés réalisant un bénéfice, se sont élevées a 
3.4 millions de dollars en 1969, contre 3.1 millions 
en 1968. En 1969, l’ensemble des STAC a réalisé 
des bénéfices nets apres impdét totalisant 2.3 mil-_ 
lions de dollars, ce qui représente un accroissement 
considérable par rapport aux bénéfices de 1968. 


Tous les tableaux publiés ici se rapportent aux 
activités de la branche d’activité prise dans son 
ensemble. Le Tableau 1 constitue un état comparatif 
des données concernant ies réseaux de transmission 
par fil, les abonnés et les contrats. Dans. ces. ta- 
pleaux, les réseaux de transmission par fil ne com- 
prennent que ce qui a trait au réseau de cables 
proprement dit, et non le matériel électronique. Au 
Tableau 2, on trouvera le détail des comparaisons 
entre les recettes et les dépenses d’exploitation 
pour les années 1967, 1968 et 1969. 


Au Tableau 3 figurent les données concernant 
les réseaux de transmission par fil, les abonnés et 
les contrats, par région d’exploitation pour l’année 
observée. 


Les Tableaux 4 et 5 donnent des renseignements 
détaillés sur les recettes et les dépenses d’exploi- 
tation, par région et par catégorie de recettes. Toutes 
les régions ont fait ressortir un bénéfice d’exploita- 
tion pour 1969. Pour l’ensemble du Canada, le béné- 
fice d’exploitation réalisé dans cette branche d’acti- 
vité s’est monté & $6,101,000, dont 47.2 p. 100 en 
Colombie-Britannique et 30.8 au Québec. Le tableau 
ci-apres indique le nombre moyen d’employés, la 
rémunération et les gratifications, par catégorie 
d’emplois: 


Total salaries, 
wages and 
bonuses 


Average monthly 
number 
of employees 


Total, traitements, 
salaires et 


Nombre moyen 
d’employés 


Sales and promotional (incl. commissions) — Ventes et promotion(y compris 


COMMISSIONS) .onesenerecorecsorscrssenennersrsceanensenszanencnarrsnenssenensenietses 


Staff benefits in these tables include such 
expenses aS staff pensions and hospitalization 
insurance. Expenses such as amortization of 
leasehold improvements, insurance, fuel, water, 
car, truck and other property expenses, telephone 
and telegraph, and express, duty and cartage have 
been included in “Other operating expenses’’. 
Table 5 shows that stations with operating revenue 
under $50,000 lost money, averaging $1,314 per 


par mois gratifications 
$7090 
4,046 
bao teteoa cone onateseets 529 2, 904 
Be ete orn eas te 262 ay too 
See Sameday 1,601 9,119 


Les avantages sociaux dont il est question dans 
ces tableaux comprennent des dépenses pour les 
caisses de pension et Vassurance-hospitalisation et 
d’autres charges du méme ordre. Les dépenses ayant 
trait a l’amortissement des améliorations apportées 
aux biens pris en location, les frais d’assurance, les 
dépenses en carburants, eau, automobiles, camions 
et autres charges découlant de la possession de 
biens, les frais de téléphone et de télégraphe, les 
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station: but stations 
exceeding $400,000 earned 


station for 


munity antenna television 


a provision of $3.4 million for 


1969, 


shareholders’ 


for the period under review (€.8., 


of capital assets, adjustments 
re income tax, depreciation, 


etc.). 


liabilities and 


industry at August 31, 1969. whic 


television companies. 


with operating 


from the balance sheets of the commu 


revenue 


an average profit of 
$122,989. This can be compared to 1968 results 
which showed an average loss of $856 per station 
for the smallest group and 
$108,113 per 
revenue exceeding $400,000. 


an average profit of 
those with operating 


Table 6 carries forward the operating profit 
from Tables 4 and 5. Also shown is the addition 
of other income from sources not related to com- 
operations and the 
deduction of non-operating expenses. Net income, 
before income tax, amounted to $5,659,412. After 
income tax, the 
industry reported a net income of $2.3 million for 
a revi, Of 12.2 Del cent of total assets 
($102.4 million) and a return of 10.8 per cent on 
equity and reserves. Additions and 
deductions to the surplus account are made up of 
items that do not affect the income of the business 
profit on sales 
for prior 
connection costs, 
etc., write-off of goodwill, incorporation expenses, 


years 


Tapie 7 15 4 statement showing the assets, 
net worth position af ine Ga Vi 
h was compiled 
nity antenna 


~ § = 


frais de messageries, les droits et les frais de 
transport, et les autres dépenses du meme ordre sont 
compris a la rubrique ‘outres frais d’exploitation’’. 
Le Tableau 5 fait ressortir que les stations dont les 
recettes étaient inférieures a@ $50,000 ont enregistré 
des déficits d’environ $1,314 par station. Par contre, 
les stations ayant des recettes d’exploitation supe- 
rieures a $400,000 ont réalisé un bénéfice moyen de 
$122,989. Ces résultats sont a comparer aux chiffres 
pour 1968, ov le déficit moyen des stations moins 
importantes s’établissait @ $856 alors que les sta- 
tions dont les recettes d’exploitation dépassaient 
$400,000 réalisaient chacune un bénéfice moyen de 
$108,113. 


Le Tableau 6 reprend les béenéfices d’exploi- 
tation figurant aux Tableaux 4 et 5. Il comprend en 
outre des revenus provenant de sources n’ayant pas 
de relation directe avec J’exploitation du service de 
télévision a antenne collective, ainsi que des déduc- 
tions pour frais autres que les dépenses d’exploita- 
tion. Le bénéfice net, avant impots sur le revenu, 4 
atteint $5,659,412. Apres déduction de la provision 
de 3.4 millions de dollars pour impdts sur le revenu, 
l’industrie a déclaré un bénéfice net de 2.3 millions 
pour 1969, c’est-a-dire un rendement de 2.2 p. 100 
par rapport 4 lractif total (102.4 millions), et de 10.8 
p. 100 par rapport a Jravoir des proprictaires et aux 
réserves. Les sommes inscrites au débit ou au crédit 
du compte des bénéfices a repartir sont de nature 
telles a ne pas affecter. les revenus des sociétes 
pour la période observée (il siagit, par exemple, de 
pénéfices sur la vente dréléments d'actif, de régula- 
risations ayant trait a des années écoulées aux fins 
des impots sur le revenu, dépréciation, frais de 
raccordement, d’amortissement dachandalage, de 


frais de constitution en societes). 


he rableau 7 présente un état de ltactif, du 
passif et de la valeur nette de l’ensemble des socié- 
tés de télévision a antenne collective au 31 ao(lt 
1969, établi a partir de leurs bilans. 
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TABLE 1. Wireline Facilities, Subscribers and Contracts of the CATV Industry, 1967, 1968 and 1969 
TABLEAU 1. Installations de lignes, abonnés et contrats de la STAC, 1967, 1968 et 1969 


errr LR RE 


rr 


1967 1968 1969 


314 stations | 377 stations | 400 stations 


Wireline facilities used by stations — Installations de lignes employées par les stations: 


Number of stations — Nombre de stations: 
Owning all facilities — Possédant la totalité des installations 


PRS Eo ee. cts erser ene: 222 
Leasing all facilities — Louant la totalite GeS InStallatiONS ..ceec.cnonsqcon-s--noncsroe<en-vemcnnanereeeneerasscsertserss AXS) 
Partly owning and partly leasing facilities — Possédant une partie des installations et en louant 

REISS ees RO ase crn nb ards oases sab ronan ent epee Haran are NEED re aa. 153 
Individual subscribers — Abonnés particuliers: 
Number of subscribers — Nombre FRUCEAL VONAGE ey aN sce tee co ny PEE OC ae 408, 833 Ree tod 
Number of subscribers added during year — Nombre d’abonnés ajoutés durant Petra Oy cae seexo tok tecsersaecas 85, 166 167, 492 
Average installation charge — Moyenne de frais GinStallation .,.......sseseceeesneecsecsnenensessestrerenennecsecesnses $ 23 18 
Average monthly service charge — Moyenne de frais Gadministration MENSUE]S .o.ceescereceereesteeeees $ 5 a 

Commercial and bulk contracts — Contrats commerciaux et en gros: 

Number of contracts — Nombre de contrats 6, 768 8, 280 10, 267 

Number of outlets — Nombre de SOT EROS Hears ree ene see Coane as tases campo easerumucironsmaree® 107,631 154, 801 201, 044 

Number of outlets added during year — Nombre de sorties ajoutées durant PUATATTOO ee re ca covdeeneseaeeseccesere™ 29, 130 47, 170 46, 243 
Number of potential subscribers along existing wireline facilities — Nombre d’abonnés virtuels le long 

SOY MGtigas Ce LICMES, <acsce-ncc-suecceee docteencresatcriersnoare ratte mere ap 1, 225, 410 1,606, 552 1,699, 749 


TABLE 2. Operating Revenue and Expenses and Employee Statistics of the CATV Industry, 1967, 1968 and 1969 
TABLEAU 2. Recettes et frais d’exploitation et statistique de l’emploi de Vals GAG HOG ile GS eto oo 


a rr cna 


1967 1968 1969 


314 stations | 377 stations 400 stations 


dollars 
Operating revenue — Recettes d’exploitation: 
Installation charges — Frais BOE Pst SEN BUMS VOI) score les eb Som cE CCE SIRO CASTES SEDO 2,030, 944 2,443,015 2,870, 203 
Monthly service charges — Frais d’administration mensuels ... 19, 092, 900 27,917, 186 33, 440, 283 
Other operating revenue — Autres recettes d’exploitation..........rcecomsserrsereerecesesescartecsscsssenenereesenenensssts 200% 990, 846 925, 312 1,069, 423 
Operating revenue — Total — Recettes d’exploitation .....,......orscnsecessesserererensercsrcnesenencsssrs reser ses 22, 114, 690 31, 285, 513 37, 379, 909 
Operating expenses — Frais d’exploitation: 
PE ee eee BPS st snc csussRtasigeoh coun hee aN rer ona ean ate GI" 1, 529; 552 Weis; 128 2,427,090 
Depreciation — eerie ate ARI es aes ecietae cosas meee rag tree Tae 5, 233, 908 6, 158, 668 6, 603, 342 
Rental of land, buildings and equipment — Loyer de terrains, immeubles et EqUIDEMENE.......seerereeseereeee 15 502) 269 2,033, 027 2, 287, 158 
Repairs and maintenance — Réparations et PTNERG ULC THe te orca cesstotccecwneoreast-venrcesavenersnnaconrsannsacernestnr=etzevas 1, 742, 248 POAC 2, 266, 949 
Electricity — Electricité 328,663 375, 899 400, 488 
Salaries, wages and bonuses — 5, 202, 641 6,940, 514 9, 118, 650 
Staff benefits — Prestations du personnel 164, 964 214, 998 350, 452 
sional services, management fees and other outside services — Services professionnels, hono- 
See eadmupistration a sete ested nee ta aa aea con Varta memai ange amen Sasa PN ST 1, 216, 666 1, 186, 714 2,040, 325 
Advertising, promotion and travel — Publicité, PIOMOTION Ct VOYAZES.. cer eceereersesreesrencensnssnsrnsnnessnnsnnenneerenss 709, 830 1,075, 116 1, 754, 796 
Taxes (excluding income tax) and licences — Impdts (sauf impdot sur le revenu) et taxes de licence 193, 220 449, 447 458, 825 
Office supplies and expenses — Fournitures et frais de DUTCaU.....sssssresssessssssensessnsncessesananersnsersesseeseeess 578, 996 1, 183,955 Vpetinhed 
Bad and doubtful accounts — Créances mauvaises et douteuses 277, 503 294, 092 227, 174 
Other operating expenses — Autres frais G’exploitation ......sesssssesessrsesrersssentrecererenenes 1,712,360 2, 572, 550 2, 100, 136 
Operating expenses — Total ~ Frais d’exploitation..........secsessersessserssesenecesrnenssersenensnesen esses 20,463,027 | 26,434,165 | 31, 278, 417 
Net operating revenue — Reesersccine tid Ap UOEE ROL oa sasnpssanemonnsenrananaptnera nen attnnsmmaracsenressy> onesie NSIT 1,651,663 | 4, 851, 348 6, 101,492 
Average monthly number of employees — Nombre moyen d’employés par TROWS .sacicncerorscndeccesnceveonennsnscnavasocress LOST 1367 1, 601 
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TABLE 3. Wireline Facilities, Subscribers and Contracts of the CATV Industry by Area, 1969 


TABLEAU 3. Installations de lignes, abonnés et contrats de la STAC par région, 1969 


Wireline facilities used by stations — Installations de lignes employées par les 
stations: 


Number of stations — Nombre de stations: 
Owing all facilities — Possédant la totalité des installations 


Leasing all facilities — Louant la totalité des installations 


tere rerecasnenonesvereseears 


Partly owning and partly leasing facilities — Possédant une partie des ins- 
tallations et en louant une partie ; 


pebecors ee poecdccecscccnrusseesenssevocsnsvessenvernssauseseresoeneceans 


Individual subscribers — Abonnés particuliers: 
Number of subscribers — Nombre d’abonnes .......cscscseeceseseeenenesecssenereeraneresenenseacnes 


Number of subscribers added during year — Nombre d’abonnés ajoutés durant 


Rua he, Oe nea cc Sele aac eles ester eeeteranc ce saten tobesaauurarvrbsecmncbasererenensseewaeresmeeton 
Average installations charge — Moyenne de Eraisnduinsits Wet Oni. .c.cu--ocesees $ 
Average monthly service charge — Moyenne de frais d’administration men- 


ANG Mec P apes ent ec cose Sefasstoloc cherub pacaowtebnneoncrarcane= =H e-eaLeapnsnaee $ 


Commercial and bulk contracts — Contrats commerciaux et en gos: 
Number of contracts — Nombre Ge COMrAats ....seeeecesererersserseereseseserecerenssersessesenees 
Number of outlets — Nombre de SOS 0... esesceserecereseresereerecererenaecensenscrserseccecses 


Number of outlets added during year — Nombre de sorties ajoutées durant 
l'année 


ioc con cn bedceuaksantaveosaedaccentermowshsseays spc PRstarenOsesmuesess Concencs (Otte ena ice coca ace ikea aad 


Number of potential subscribers along existing wireline facilitics — Nombre 
d’abonnés virtuels le long des InstallationS Ge LIGMES ww eecssececerenerseeceretsenereees 


Wireline facilities used by stations — Installations de lignes employées par les 
stations: 


Number of stations — Nombre de stations: 


Owing all facilities — Possédant la totalité des installations wc. eeseeseeeees 
Leasing all facilities — Louant la totalité des installatiOMs 1... sssesceseeesees 


Partly owning and partly leasing facilities — Possédant une partie ‘des ins- 
tallations et en louant une partie 


Individual subscribers — Abonnés particuliers: 


Number of subscribers — Nombre A’ADONNES. ..cccccesseevsrecersssreccvssrserecescessorscsessesereress 
Number of subscribers added during year — Nombre d’abonnés ajoutés durant 

etal: Se PMNS ihe tERDN Sade ia direlaconnsns ok nbstmeneon rer ronregegermetsremmn Ne" ear ey ss 
Average installation charge — Moyenne de frais Atinsta lati Ones. geccreressssoavosn $ 


Average monthly service charge — Moyenne de frais d’administration men- 
EE ROT Oe tee et on TAcaca oneal) toa ipa aT RS i 


Commercial and bulk contracts — Contrats commerciaux et en gros: 


Number of contracts — Nombre de CONtras .......cscessererserenesseresacasenenecnseenseseearenernes 
Number of outlets — Nombre Ge SOrti@S: ....ss.r-cvssne-svseesscrnrensrenssqoncrsnsnanecbsnenesseessnsens 


Number of outlets added during year — Nombre de sorties ajoutées durant 


ribers along existing wireline facilities — Nombre 


Jumber of notential subsc 
ke : des installations de LigMeS .....-.ssssssecsneeerersseseneensannenss 


d’abonneés virtuels le long 


Atlantic 
Provinces 


Provinces 
Atlantiques 


11 stations 


199 


275 


47 


11,675 


Alberta 


10 stations 


Québec 


159 stations 


89 
18 


16,058 


371, 666 


Ontario 


. 138 stations 


48 


4,227 
83,743 


25, 765 


961,131 


British 
Columbia 


Colombie- 
Britannique 


76 stations 


16 
12 


181 


2,595 


67 


170, 728 


26, 963 
23 


3,852 
91,340 


13, 285 


316, 587 


Manitoba. 
and 
Saskatchewan 


6 stations 


11, 338 


6, 306 
30 


Total 


400 stations 


222 
29 


153 


7122, 767 


167,492 
18 


10, 267 
201,044 


46, 243 


1,699, 749 
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TABLE 4. Operating Revenue and Expenses and Employee Statistics of the CATV Industry by Area, 1969 


TABLEAU 4. Recettes et frais d’exploitation et statistique de l’emploi de la STAC par région, 1969 


Atlantic 
Provinces : Manitoba 
= Québec Ontario and—et 
Provinces Saskatchewan 
Atlantiques 
1t stations 159 stations 138 stations 6 stations 
dollars 
Operating revenue — Recettes d’exploitation: 
Installation charges — Frais G'inStallation  .....:...:..s.sso-ccceesssnsnocsavsasnasenenrsescansszsennee 34,592 670,062 1,011,489 92,292 
Monthly service charges — Frais d’administration mensuels .... 242,970 7,096, 008 15, 853, 176 536, 866 
Other operating revenue — Autres recettes GPEXDIOLEALIOR <eecavexsassseerectceess-28tarer=-sar0 Beye 350,628 499, 196 42,413 
Operating revenue — Total — Recettes G'eXPlOUALION oo... eseeeeceeeeseecetenaereeeneeee 297, 155 8,116, 698 17,363, 861 671,571 
Operating expenses — Frais d’exploitation: 
Trterest = INtEret <..c.cceeve susnsesesereueseuarsessesnessesaensssoesnessusnsanecuenennesseesaverasnasensnssaascanensens 5, 229 496, 468 1,467,431 16, 247 
Depreciation — DEpréciation ......-.ceseevsssesseesteeeessttseeeesessoescrerenenssensnenaenecesensessssnne tees 52,210 1 154,953 3, 190,054 95,398 
Rental of land, buildings and equipment — Loyer de terrains, immeubles et 

EQUIDEMENE -cc.csecsecesesvsonccenesseneencesnsanerneeneeneenansernrensentensensnonensetenrenen of sa ates advent 32,970 458, 590 1, 197,343 29, 269 
Repairs and maintenance — Reparations et ENtretien ......ecsceeseseereeeesseeereeeeesees eae. i316 514,424 890, 736 55,309 
Blectricity — Electricité ..........cccsseeccsceneeoecessceecesneescenecsnencnancesecsecesenanenenanerersnzasenscers 4,253 68, 804 201, 730 10,023 
Salaries, wages and bonuses — Traitements, Salaires Ot DONES Fascersssececmensans ee 5b S19 PAT UPON! 4, 663,386 250, 384 
Staff benefits — Prestations du personne! «0... cceeeeetetettrees ec cteks ic ceiaee eee Teo esen 2, 164 46, 104 234,083 2, 397 
Professional services, management fees and other outside services — Services 

professionnels, honoraires G’AAMINISUALION .......,-ecc-ecccccrecseccovesrensnctsceversnocenesecsense 42, 635 204, 101 1, 146, 897 40,352 
Advertising, promotion and travel — Publicité, promotion et VOYABES sveeisecesese 6,918 198,687 1, 293, 993 30,678 
Taxes (excluding income tax) and licences — Impots (sauf impdt sur le revenu) 

RE TAOS SMT CEC Oi eccs ace cencsce-cncossests usenet acne anne opecemnmannescesvenaegepervaa 7n*erereseaessctanessaLes 2,827 99, 193 98,194 4,013 
Offices supplies and expenses — Fournitures et frais de bureau 8,027 191, 721 729, 125 8,908 
Bad and doubtful accounts — Créances mauyvaises et douteuses sacs 4,059 59, 203 107,473 1,376 
Other operating expenses — Autres frais D’exPlOLtation ......ssseecerceceeserseserseeeeseree 19, 140 532,479 1,003, 914 iD on 

Operating expenses — Total — Frais G’exploilation ......ceecceeeseeesceerssesseeeesseeeseeess 242,532 6, 235, 078 16, 224, 364 596, 997 

Net operating revenue (or expenses) — Revenu net d’exploitation (ou dépense) ...... 55,220 1, 881,620 1, 139, 497 74,574 
Average monthly number of employees — Nombre moyen d’employ ES PAT MOIS -s-vs- 16 367 870 43 


British 
Columbia 
== Total 
Colombie- 
Britannique* 


Alberta 


10 stations 76 stations 400 stations 


dollars 


Operating revenue — Recettes d’exploitation: 


Installation charges — Frais d’installation .~.....-..-:ss-cssmsscsrersterserseernnmneresesnessen es 35, 872 1, 028, 896 2,870, 203 
Monthly service charges —- Frais d’administration mensuels .. me 588, 830 9, 122, 433 33, 440, 283 
Other operating revenue — Autres TECELTES GCXPLOLLALLON ..cecesseerreesrerererecetseesarers es 1, 793 152, 200 1,069,423 

Operating revenue — Total — Recettes d’exploitatiOm ......:-sceseeesseseseceerenneesesess 626,495 10,303,529 37,379, 909 


Operating expenses — Frais d’exploitation: 


38,044 404,376 D,Aodg hee 


143, 632 1, 967, 095 6,603,342 
57, 604 512,382 2, 287, 158 
36,032 7158, 872 2, 266,949 
5,336 110, 337 400, brs 
j ses 014 1,796, 796 9, 118,65 
Salaries, wages and bonuses : 146, , , » 118, 69 
Staff benefits — Prestations du a epee oe enbesaunesovs ilar 5,495 60, 009 350, 452 
Professional services, management fees an other outside’ services — Services 7 N 
ferotecatnnels, honoraires d’administcatlon ......---.--- seseenegaesosserascenenette a apeeateenaeisaben 5 1,465 554, 875 2,040,325 
Advertising, promotion and travel — Publicité, promotion et voyages 26, 373 198, 147 1,754, 796 
Taxes (excluding income tax) and licences — Impdis (sauf impot sur le revenu) aes as 
et taxes de LICENCE... eeesesecrenetersttees seseeesceateneeneess seseeaseeversoneesneseececnanecanerenanssensssegc® Dk tok 249, 487 mine 
Offices supplies and expenses — Fournitures et frais de DUreau  .aseeseeeeseeseteseees 13, 960 289, 936 1, 241, 72 
Bad and doubtful accounts — Créances mauvaises et douteuses  ..... 3,215 52, 443 227,774 
Other operating expenses — Autres frais A’EXDLOLtAliON ...seeercerseeessesenectesneneseeers 20, 856 471, 504 2, 100, 136 
Operating expenses — Total — Frais d’exploitatiom .....screesseererserereseseserssessrenes 553, 137 7,426, 309 31, 278, 417 


73, 358 


2,017, 220 6, 101,492 


Net operating revenue (oF expense) — Revenu net d’exploitation (ou dépense) ....... 


ber of employees — Nombre moyen d’employés Par MOLS verses 7 1,601 


Average monthly num 
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TABLE 5. Operating Revenue and Expenses of the CATY Industry by Revenue Group, 1969 
TABLEAU 5. Recettes et frais d’exploitation de la STAC, selon la catégorie de recettes, 1969 


$50,000 
Ties $50,000- | $100,000- | $200,000 - pbrksa egy 
Moins de 99,999 199,999 398,999 pipe ate Total 


$50,000 
225 stations 


56 stations | 40 stations 45 stations | 400 stations 


ai etn ence cee aS Sra SAP EE 


34 stations 


——$—_———————- 


; dollars 
Operating revenue — Recettes d'exploitation: 
Installation charges — Frais GiNStAllAatiOn ......-ceecersrercererecerees 371,076 278,952 StL, 102 748, 801 1,160,272 | 2,870, 203 
Monthly service charges — Frais d’administration mensuels...... 2,079, 440 2,833, 354 4,044,117 5,972, 22 18, 511, 152 | 33, 440, 283 
Other operating revenue — Autres recettes d’exploitation ......... 181, 019 157, 283 387, 942 Si ou 251,668 | 1,069,423 
Operating revenue — Total — Recettes d'exploitation .......+ 2,631,535 | 3,269,589 | 4, 743, 16) 6, 812, 532 | 19, 923, 092 | 37, 379, 909 
Operating expenses — Frais d’exploitation: 
MITER Sta NUON GE coy eeccansvacvsuectartacesncueaencnreasentyscccsatuccryeeessrsestcte ges 720555: 239. O23 226,746 361, 572 670, 861 935,693 2,427, 795 
Depreciation — Dépréciation 450, 288 576, 245 846, 274 Loi shou os dee uloe | Ss 603, 342 
Rental of land, buildings and equipment — Loyer de terrains, 
immeubles Ct EQuiPEMENt .-.....-. es sseerceseceseeresereenereceserenenrererererets 174, 698 283, 968 397, 421 427, 851 1,003, 220 2 281, LoS 
Repairs and maintenance — Réparations et entretien......re 383, 580 190,062 263, 146 439, 159 991, 002 2,266, 949 
Electricity — EVCCti Cite 22... cecessesnecesenmavinsscernenceneanseseararsevecenses 5b, Loo 43,951 114, 320 56,177 130, 884 400, 488 
Salaries, wages and bonuses — Traitements, Salaires et bonis 820, 351 799,534 | 1,264, 104 5.1072,887 | 3,961,774 | 9, 118,650 
Staff benefits — Prestations du PETSONNE] | ....eseccsseessesesseseeneretees 13, 808 23,845 42,454 101,831 168, 514 350, 452 
Professional services, management fees and other outside serv- 
ices — Services professionnels, honoraires @’administration 179, 169 258, 557 307, 602 226,659 | 1,068,338 2,040, 325 
Advertising, promotion and travel — Publicité, promotion et 
ca J ed ao Sati reas ca mae 156,194 |. 88, 083 156, 569 322,698 1 C81 252 el toa oe 
Taxes (excluding income tax) and licences — Impots (sauf 
impot sur le revenu) et taxes GO LICON CE ..crcencecceversenseersccetenneee® 42,907 32, 284 Seto d! 65,191 260, 882 458,825 
Office supplies and expenses — Fournitures et frais de bureau 63, 908 84, 526 164, 432 302, 336 626,525 | 1,241,727 
Bad and doubtful accounts — Créances mauvaises et douteuses 17, 212 14, 220 18, 398 27, 299 150,645 227, 174 
Other operating expenses — Autres frais Gd’ exploitation 337, 015 402, 746 493, 283 286, 384 580,710 | 2,100,136 
Operating expenses — Total —Frais d'exploitation ........-+ 2,927, 209 | 3,024, 767 4,487, 134 6,450, 706 | 14, 388, 601 31, 278,417 
Net operating revenue or(expenses)— Revenu net d’exploitation | ake. sexe | 6, 804s2910) eos? 


CORRE DIN NO Etch ma | (295, 674) 244,822 


TABLE 6. Income Account and Surplus Account of the CATY Industry, 1969 
TABLEAU 6. Compte derevenu et de surplus de la STAC, 1969 
cea ren te eee rece cme 


1 ae ee eas eR nn 


Dollars 
Income account — Compte de revenu: 
Net operating revenue — Revenu net d'exploitation 6,101, 492 
473, 314 


PH GPR COME AUIS TEV ETL wcx!aesntenerssnustasneerenr tne Or 


Net operating revenue and other income — Total 6, 594, 806 


Less — Moins: 


i 9 
Other expenses — Autres Ei ess oddess ceeded ol uae oun inaenttreee age, Pr eamrmnarE ee igi Ys ti) * 915, 394 
Net income before income tax -- Revenu net AVANE LUMpPOL .....----eeecececseeseeserereesrserente ces 5, 659, 412 
Less — Moins: 
Provision for Income tax — Provision pour I AenigiGk SA VS PEGI argcep eae ertectticnrncrreciee ter eeatimertrans arene ST Ta 3,381, 513 
Net income for period — Revenu Tadd ALE ce en eee 2, 277, 899 
Surplus account — Compte de surplus: ee 
Surplus at end of previous period — Surplus a 1 8 
Net income for period — Revenu PR Neneh Pk An Damas mena SACO NE 2, 277, 899 
dditions to surplus — PUES Re hr SSS A 3 re 2 aaa Ue HONORE ANE he 
Deductions from surplus — me quchiO hm Gu SORPMGS, sxce- enter sectasandemnntetecentcstoraenseparrinsemn err seis path ep 
,989 
Dividends — viividienddest Goatees soot menor ene ene ae egE 
i a peri " 6, 276, 394 
Surplus at end of period — Surplus ors Tin eda sees Weleun eee ict emer nnar e merrrenares Te ES So i 5 =f 


nl 


aa <4 
oe ee NO Meret 4.) ou 
~ a ie 


“1. | 


: . 
mr nae —- >-2 feria? 


2 lll tail o—_- 


| vg! ae 
ei1 4 } [ , 

ft batt Le a oe (4 f= a ‘ } Pe eee 

cy sehilg | ates, [Pe Hee | ay omy io ae — adate Pt 


ri «@ 7 , 
ms Fj —) a ¢ 


° sig? 


Lt at im sf 4 


a ee 
slum wes 
oan | | 
ns 3s GM. \ 
r | ange 

6 & 

iv) 4 


te 8 a8 / ‘7 4 
EME « 


ro wr é 


© te “1: & - 
Se ©. yee 
BWP a tad ~» Me 


PY ime nines aati 


eperea, ale 68 ag 
emeeaeaienl ovilo Ge. 


7 eid. ad 
a 


q 


aa 


TABLE 7. Assets, Liabilities and Net Worth of the CATY Industry, 1959 
TABLEAL 7. Actif, passif et avoir net de lVindustrie de la STAC, 1969 


(eee alee 2 ee 


Assets — Actif 


hurrent assets — Disponibilités: 
Cash on hand and in bank — Numéraire en caisse et en banque 2, 238. 048 


3,023,195 


Accounts and notes receivable and accrued — Comptes et billets A recevOir et COUTUS osc eeeseereseees 


Other, including inventories, prepayments, etc. — Autres, y compris stocks et paiements faits 


| CAV ARCO, GEG icc dias ctnecstcorsnnepsureote~btiersnnnnnvocwecabenseahesverenanenes taste? 4, 223,900 


12, 206, 004 


Investments (stocks, bonds, mortgages, etc.) — Placements (actions, obligations, hypothéques, etc.) 


21, 691, 148 


Current assets— Total — Disponibilités 


Fixed assets — Actif fixe: 


Land and buildings — Terrains et Sree is ON eee cechl te eetotac cscs ee aes tan eer rene mecmcee tee rrveueme secerba sete anata cogil 
SNE STORIE Af) SUT I se see ca a seats cad oni, eine ai ates ER 19,377, 630 
Be eA Le ie secre ee scas es cossecs ness oneanemrnts peaks neenrmemaroencouaenttee ssreeiniete 7) | 66. 166, $92 | 
Other, including tools, vehicles, etc. — Autre, y compris outils, véhicules divers, Cla... eceeseeres {2V395, 121 
Sub-total — Total partiel........ ee Bo Bel eg ae er egerte dn oraen eur eiamrarnen er earner sane tar eee Tee 100, 668, 974 
_ Less — Moins: 
Depreciation reserve — Provision pour GEDTECIRELON, osseccssencsssyateenect-nenennwcn teaser nenaersbaarnroversenccnerserese cers 29,009, 935 71,659, 039 
. . . . . 
Other assets, including goodwill and deferred charges — Autre actif, y compris achalandage et frais 
ee RAEN URC eapecann me oenieare aero eer aera EE tec GR ss 9,030, 678 
Assets — Total — Actily 0... eee ered Byes er RSPR ECE BATHE AOL SE NCOP DEEPER aR Mn a CS 102,380, 865 
Liabilities and net worth — Passif et avoir net 
Current liabilities — Exigibilités: 
Pe ee Pidls bavicnites ......0meogmenrenre oa reeenammn Te Br Ohare 7, 222, 002 
Accounts and notes payable — Comptes Ct billets A PAYEE... cseceenecesseeseeeerecsens \ 6,550, 696 
i Lay 
Fares eaiues nce ionets Oe among es terete en ah Ne | 8,776. 961 
Current liabilities— Total — POET Tia oe od Ca rleai ce te Bec ee AOS SR eee ama a | 22,549, 659 
Long-term debt — Dette By Onell e! CVGAN GE PeeAe rete ees reece teste mnt rag nchuce™ ccm bemensnzanen TRS TOA SET | 48, 237,445 
Other liabilities — Autres RTE UBIITEES cds cscdvceecess Repreerrreetee os matte mime ne toeraree ener 10, 163, 551 
Preferred stock — Actions privilégiées 8,614, 761 
Common stock — Actions OTCIMAILES ...ccesecsrcessseensarcereorssnnceseeseneess 6,539,055 
Earned surplus — Surplus d’exploitation 6, 276, 394 
102, 389, 865 


Liabilities and net worth— Total — Passif et AVOI MEt.,....scrcorecssessnescsneresenonconsecrsermacennssrnnconme neers 
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Canadian Cable Television Association 


1010 ST. CATHERINE STREET WEST, SUITE 1004, MONTREAL 110, CANADA — TELEPHONE: (514) 861-0568 


August 7, 1970 


Mr. Pierre Juneau 
Chairman 


Canadian Radio-Television Commission 
Ottawa, Ontario 


Dear Mr. Juneau: 

The Commission has invited briefs commenting on its 
proposed guidelines for eavleutelevision. , im, tne attached submission 
the Canadian Cable Television Association is pleased to submit its 
comments on the proposals that the Commission has outlined. 

We will be most pleased to discuss the contents of the 


brief with you at your convenience. 


Yours very truly, 


dW. Lam 3 
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INTRODUCTION 


COMMENTS ON THE PROPOSED GUIDELINES FOR CABLE TELEVISION 


At the parece: the Association wishes to emphasize that 
it fully supports the basic principle BF he Guidelines that cable 
television should not develop in a manner which will jeopardize the 
maintenance of essential broadcasting services in Canada. The 
Broadcasting Act recognizes cable television as an integral part of 
the broadcasting system. In turn the cable television industry recognizes 
the interdependence of the Renee making up this system and fully 
accepts its SELES as a co-operative and responsible 
partner. 

Technological development will inevitably increase cable 
Poieyisi cute contribution to essential broadcasting services in Canada. 
The industry is prepared to accept whatever may be necessary to ensure that 
its growth does not cause the disappearance of such services. In turn, the 
cable industry has a right to expect that broadcasting regulations will 
reflect an awareness of the relative contributions of each element and 
will not overprotect one element at the expense of another. 

The Association appreciates that the Commission's Guidelines 
were designed as a constructive step in the process of developing practical 
and effective regulations. 

It will not be surprising that we disagree strongly with 
some of the proposals. However, in most instances this disagreement is 
not with the Commission's objectives, but with the implied application, the 


extent of regulation suggested by the wording, or the effective timing 
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which may be inferred from the text. 

We appreciate the Commission's difficulty in framing 
general statements on these complex matters and expect that the detail 
underlying Bee Geitelines will show a substantial agreement between 
the Commission's and the industry's views on what will prove both 
worthwhile and workable. 

The objectives of this brief are very a ag 


- To provide the Commission with a clear statement of the industry's 
position with regard to the points raised in the Guidelines. 


-~ To detail the reasons for the industry's position and to provide the 
Commission with supporting data. 


~ To offer constructive suggestions, alternative methods, etc., 
wherever possible. 


For simplicity we have organized this brief under a 
number of basic headings: 

1. The Potential Contribution of Cable Television 

2. Application of Regulations 

3.) o Channel (Priorities 

4. Blackout of 11.S. Programming 


5. Summary of Recommendations 
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SECTION 1 


THE POTENTIAL CONTRIBUTION OF CABLE TELEVISION 


The basic characteristics " cable television give it 
extraordinary potential to provide the widest possible choice of 
broadcast programming and, at the same time, provide a medium for 
community expression. No part of the Canadian broadcasting system 
has greater potential to satisfy the needs and desires of the public 
it serves. 

The traditional role of cable television has been to 
satisfy the desire of the public for a wider choice of programming, while 
at the same time providing Receey reception and eliminating the need 
for outdoor antennas. This is still the primary role of the industry - 
one Panera Broadcasting Act ranks equal in importance with the role 
of Canadian broadeaateus: 

The Association agrees fully with the Commission's view 
that cable television can play an important part in community life. 

Many cable systems are already providing a substantial amount of local 
programming and rapid growth of these services is anticipated. 

Community programming services will grow either as a result 
of the direct programming initiatives of cable operators or as a result of 
their providing cablecasting facilities to local organizations. Subjects 
could include local news, municipal meetings, public forums, local sports 
events, programs of interest to minority groups, educational lectures, etc. 
The community will be provided with a means of communicating with itself. 
While the ability to contribute will obviously vary with the size of the 


cable systems, the Association is proud that many of its members are 
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fully committed to the development of these services and are already 
engaged in providing them. 

Cable television is particularly well suited to community 
programming services: 

1. Its multiple channels permit a wide diversity of programming. This 
will ue increased in the future as present technological developments 
now permit installation of systems offering more than double the 
presently available number of channel selections. 

2 ene precise Poyecaee of cable provides an efficient means of 
reaching specific audiences for special purposes. In this 
regard cable services can be much more economic and efficient than 
conventional broadcasting. 

In addition to community programming services cable 
television offers a wide erery of broadcast service opportunities not 
available through conventional broadcasting; the following are typical 
examples of what could be done: 

1. Past experience has shown that viewers increasingly demand a wider 
and wider selection of programming. It is likely in the future 
that this demand will only be met economically by importation of 
out-of-town signals through cable networks as it will only be 
practical for the local broadcast outlets to satisfy part of the 
demand. The additional competition for viewers will be offset by 
the extension of the oeat broadcasters signal to out-of-town 
markets by cable. 


2. Cable's multiple channels facilitate rerunning programs of special 


interest or importance. 
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Se Cable could directly ee Information Canada by providing channel 
time for items of local or general interest. 

4. The CBC could obtain greater coverage if those portions of the 
CBC network feed not used by the local CBC affiliate were made 
available to cable beteviei tn for programming where convenient. 

5. Programming of unusual interest in distant cities could be imported 
Bee Pe sras anne ae over local cable. The availability of such 
exposure could well encourage more ambitious Canadian programming. 

6. Cable coverage of local events could be made available to local 
broadcasters for editing or reprogramming on news or public 
interest programs. 

While the present capabilities and contributions of cable 
television are very substantial, the future potential of cable is almost 
unlimited. In addition to the certainty that cable will offer a much 
wider range oe television channels, new types of services will very 
likely be added and enormous volumes of information will be handled by 
these facilities. The cable network will likely become an electronic 
highway for transmission of visual and facsimile materials. We may 
ultimately see the development of A ee services, newspaper service, 
and possibly even mail services using cable facilities. Shopping will be 
possible by cable as will selling and other commercial activities. 

In the Association's view undue emphasis is placed by 
broadcasters and the Commission upon the supposedly harmful effects of 
cable television on local broadcasting and too little attention is paid 
to the benefits cable offers the community. The "fragmentation" of the 


market which develops when viewers are offered additional viewing choices 
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is too often deplored as a weakening of broadcasting instead of being 
viewed as a beneficial increase in service. Fragmentation of viewers 
will come just as effectively from viewers watching public service 
channels as from watching U.S. commercial stations. The increase in 
homes with more than one television set also contributes to wider 
distribution of viewers among the stations. 

In emphasizing the contribution which cable makes we 
do not wish to suggest that cable services cannot present problems for 
conventional broadcasting - we are fully aware that adverse results 
Bid occur in certain cases and are prepared to assist in alleviating 
them. Our point here is that any examination of the problem must give 
full consideration to the present and future benefits offered to community 
services by cable television. Regulations must not be framed which 
unreasonably harm cable services in order to provide some questionable 
protection to other services with a net loss of total broadcast service 


to the public. 


The Commission's statement of December 3, 1969, included 
the following statistics showing the change in the percentage of Canadian 
viewers watching U.S. stations from 1960-1968 in a number of major 


centres: 
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Percentage of Canadian T.V. Audience Viewing U.S. Stations 


1960 «1961 1965 1966 1967 1968 

7 7 ae y Z z 
Montreal oe nae Si jal 8.0 6.1 S07 
Kingston OE GY UEP 68.9 62.3 67.4 60.4 - 
Toronto ! 69.4 55.8 47.8 45.7 Me Wea | 44.1 
Windsor 7303 a2, 2 1302 72.0 We 9 toot: 
Winnipeg part ets 19.8 14.1 LOM 20.4 
Vancouver 64.5 a3. 7 45.6 43.7 50.0 49.0° 


Six Metro-Total 38.9 30.6 Dee 28.4 28.1 Dies 
While these changes have come for a variety of reasons, 
it is clear that in all but Windsor (which does not have a cable system) 
and Winnipeg, Canadian stations have increased their total share. Since 
this has Hpeened during a period of major growth in Canadian cable 
television, it appears clear that cable television has not reduced the 


Canadian broadcasters share of the Canadian television market. 
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SECTION 2 


APPLICATION OF REGULATIONS 


The Commission has stated that there is a need to 
apply a consistent CATV policy across the country. We agree that 
fairness and impartiality necessitate consistent treatment of like 
situations, but we also feel that significant differences of condition 
and situation require differences of policy. 

The Association feels strongly that each of the following 
factors must be given adequate weight in determining how regulations 
will be applied: 


1. Whether the market concerned has enjoyed the service for some 
time. 


2. The size (number of subscribers or potential subscribers) of a 
system. 


3. The stage of development (financial maturity, market acceptance, 
etc.) of a system. 


4. The availability of U.S. stations with a local head end. 
We have outlined below the main points we feel must be 


considered by the Commission together with our recommendations. 


Effective Date of New Regulations 


Cable systems and operations require substantial investment 
in both Ae assets and working capital. These investments can be 
seriously affected by regulations which necessitate changes or additions 
in equipment or operating methods. An arbitrary requirement for immediate 


changes in the operations of a cable system can seriously impair the 
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financial stability of the cable operator and endanger the continuity 
of the service. | | 

Regulations which would reduce the Pepatep ees of the 
service could have the same effect - for Exanple. a directive which 
would require a system to cease carrying a popular station would probably 
result in a wave of subscriber cancellations and a decline in sales to 
new subscribers. 

While we do not wish to suggest that the Commission has 
made a practice of being unreasonable in this regard, we recommend that 
it should now establish clear policies with regard to the effective 
coverage and date of any regulations along the Following lines: 

(i) Wherever possible, the regulations should be applicable only 
to new systems. 

(ii) Where it is necessary to apply such new regulations to all 
cable systems, the effective date of the regulation should be 
delayed a sufficient time from the date of its formal announcement 
to allow the cable operators to take effective compensatory 
action, to develop the financial resources necessary to 
handle the increased capital demands, and to use the normal 
growth of the system to offset any anticipated subscriber 


losses. 


Size of Cable Systems 


The size (or number of subscribers) of a cable system 
will significantly affect the system's ability to alter its facilities 


or operations. While a small system can be thoroughly sourd financially, 
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it will simply not have the flexibility to become deeply involved in 
complex services; its primary concern must be to maintain a high quality 
of ere transmission services. 

The range of size of Canadian cable systems is so great 
that it is not possible to regulate the industry equitably without 
giving due consideration to this factor. Table 1 opposite provides the 
most recent data on subscriber totals of Association members and illustrates 
the extremes Si size in the industry. As the Association includes all 
major and medium sized systems and a large proportion of the small 
systems, we feel this gives a satisfactorily accurate picture of the 
whole Canadian cable industry. 

This table shows that only 21% of the cable subscribers 
in Canada are fo cable systems having less than 5,000 subscribers apiece. 
It also shows that these same small cable systems represent 88% of the 
number of systems.) Ae, Ehe other end of the scale, 6% of the number of 
systems service almost half of all Canadian subscribers. It is clear 
that the largest systems must represent significantly different 
circumstances than the small systems. 

The ena systems do not represent a significant part of 
the Canadian television market. The 204,000 subscribers in systems 
having less than 5,000 subscribers apiece, represent less than 4% of 
“the total of approximately 5,450,000 "television households" in Canada as 
estimated by the Bureau of Broadcast Measurement. 

For the most part these small operators are located in 


areas which have the least potential for subscriber growth. Because of 
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this, these systems are unlikely to become significantly more important 
in the future as a segment of the market; the major growth of cable 
subscribers will come in larger systems located in the major urban markets. 

Since all of the systems with under 5,000 subscribers 
account for a total of only 200,000 subscribers and since these subscribers 
are widely geattered across the whole of Canada (note that they are more 
or less evenly divided among the three geographic regions), their use 
of cable service cannot be considered to represent an impediment to 
extension of conventional television broadcasting or, generally speaking, 

a threat to the revenues of existing broadcasters. 

The Association feels it is reasonable to believe that 
these small systems are providing worthwhile broadcast services unavailable 
by other means. Since these systems cannot be considered to pose any 
general threat to existing broadcast services or to the possible future 
extension of broadcast services, imposition on them of regulations 
designed to protect broadcasting would not further the public interest and 
would probably affect their ability to maintain current services. 

Similarly, blanket application of regulations designed 
to impose a specific pattern of station coverage would also prove unduly 
burdensome. 

In view of these points the Association most strongly 
recommends that systems having less than 5,000 subscribers in their 
license areas should be ei teed as a special class for purposes of 
licensing and regulation. In particular the Association recommends that 


this class of cable system be exempted from any general regulations 
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which establish minimum station coverage or programming requirements. 
In addition, the Association recommends that this class of cable system 
be exempted from any regulations restricting programming in order to 


protect other Canadian broadcast services. 


Stage of System Development iS 


The stage of development of a cable system has a major 
bearing, on: the system's ability to widen or increase its services. 
Essentially this development consists of two steps: the time required 
to cable the licensed area; and the time required to develop market 
acceptance and build up subscriber volume. As most licensed areas are 
cabled in phases these two steps frequently overlap. 

Because of this build-up period, it is essential that the 
Commission's licensing and regulatory practices give due consideration 
fo? the sade ea long term nature of the investment. In particular the 
term of the operating licenses and any time requirements for full provision 


of special services should reflect these factors. 


off-Air Reception of Us Seeocactions 


Where a U.S. station can be received by non-cable viewers 
in an area, the provision of that station on cable can in no way be 
considered to be Nartificial" competition for Canadian broadcasters. - 
Restrictions on the transmission of such signals on cable 
systems in the area — whether * the form of blackout of programming or 
the "bumping" ae station to permit the carrying of a duplicate Canadian 


station - would clearly be direct discrimination against cable subscribers. 


Vo, 


Since cable users can evade such restrictions by utilizing their own 
antennas, they will prove futile and will serve no purpose but to 
antagonize cable viewers and damage the gale television industry. 
Moreover, the very large number of antenna systems serving apartments, the 
fastest growing sector in the housing market, are capable of installing 
powerful antennas to provide all the signals a cable system could provide 
and are totally exempt from such restrictions. 

rune sD. stations which will be affected by the blackout 
provisions have for the most part been established for many years and 
many Canadian cable subscribers have long-established habits of viewing 
these stations. Restriction of these well established viewing patterns 
will clearly prove unacceptable. 

The Association is confident that the Commission has had 
no intention of discriminating against cable subscribers in this way 
Ed strongly recommends that any regulation concerned with limi Ging 
transmission of U.S. station programming specifically exempt those areas 
where the signals are available off-air. For these purposes any U.S. 
station whose signals can be acquired by means of a local head end should 
be considered to be a local station in the area and to be exempt from 


any limiting regulations. 
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SECTION 3 


CHANNEL PRIORITIES 


Under the Commission's proposed guidelines there appear 
to be two ways that cable systems could be required to delete stations 


which they are currently carrying: 


(i) limitation of UiS. signals carried to one commercial and one 
non-commercial station 


(ii) "bumping" of stations which are replaced by stations with a 
higher priority according to the Commission's list of priorities 


With respect to cable systems being limited to, the: 
transmission of only two U.S. signals, the Association believes that it 
is not the Commission's intention to impose such a limitation where the 
signals can be received by a local head end. The cable industry and 


its subscribers would find such a limitation of service totally unacceptable, 
ae pe Se ee 


The impact of the list of priorities on the utilization 
of available channels by cable operators has been carefully studied by 
the Association. The effect varies by market area and to a certain extent, 
by cable system, due to the availability of stations to be carried and 
to the number of channels on cable which cannot be used for transmission 
of television signals for technical reasons. Table 2 opposite shows the 
impact of the priorities on cable operators in seven major cities in 
Canada which represent roughly 40% of the households in Canada and about 


61% of cable subscribers (using the Commission's figures as of September 1,1969). 
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The impact of the priorities on the systems in the seven 


cities shown in Table 2 can be summarized as follows: 


Number of Station Channels 


Available Dropped to meet 
for use by Currently guideline 


CATV systems ‘being used requirements i 


Montreal 8 8 A 
Quebec 9 9 3 
Vancouver 9 9 ZL 
Winnipeg 9 8 i 
Ottawa 9 9 3 
Hamilton il 9 0 
Toronto 10 10 2 


From these tables, it appears that if the Guidelines are 
Ree eae es almost all of the cable systems in these areas will be forced 
to drop some stations currently carried and for the most part it will 
be U.S. stations which must be dropped. 

In many areas, the proposal to impose restrictions on the 
channels available to cable subscribers appears to be discriminatory 
since many of the stations which would be deleted from cable would aa 
available off-air. 

Table 3 on the opposite page shows the number of viewers 
able to receive U.S. channels without cable and without resort to an 
unusual type of antenna. This shows that over half of all Canadian viewers 
‘have access to at least one U.S. station off-air. Almost two-thirds 
of Ontario viewers have access off-air to three or more U.S. stations 
and 44% of Quebec viewers have access to two U.S. stations. Two-thirds 
of British Columbia viewers get one U.S. station off-air. Appendix B 


provides supporting material for the data in Table 3. 
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It is obviously extremely questionable to propose that 
cable viewers should be forced to accept a selection of programming that 
differs from that which cae would be inclined to select themselves off- 
air simply because cable represents an opportunity to impose priorities. 

The Association appreciates that the Guidelines are 
generalizations of principles and that the Commission does not intend to 
discriminate against cable subscribers in the manner in which a rigid 
interpretation of the priorities suggests. The Association recommends 
that the Commission adopt the following qualifications to the priority 


proposals: 


(1) Nosaction be taken to remove any stations from cable service 
or proposed cable services where that station can be obtained 
in the licensed area by means of a local head end. 


(ii) Where stations operate on a part-time schedule (such as 
educational stations) the cable operators should be free to 
have stations "share" cable channels. 


(iii) Where it is necessary to drop either a U.S. station or a 
non-B contour Canadian station, the choice should be made 
on the basis of which station best serves the public interest 
by providing the greatest additional diversity of programming. 


(iv) B contour stations which largely duplicate other stations 
carried by the system should not have priority over U.S. 
stations with greater established viewer interest in the area. 
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SECTION 4 


BLACKOUT OF U.S. PROGRAMMING 


The Association completely rejects the '7-day' blackout 
proposals which would deprive cable users of established services which 
they have valued and enjoyed. 

If such blackout regulations are imposed by the Commission 
in areas where the signals are available by means of a local head end, 
they will represent direct discrimination against cable viewers and 
will be an unacceptable limitation of viewer choice. Since blackout will 
likely Pore largely ineffectual in furthering the Commission's objectives, 
this makes application of the proposal even more questionable. 

While the principle of blackout is most undesireable the 
Association agrees that non-duplication of U.S. programming run simultaneously 
with Canadian programming would not represent a loss of "choice" to 
Prbie subscribers as they could get the same program by merely changing 
the dial, or even without changing the dial if the cable operator 
substituted the Canadian station's programming on all the duplicate 
channels. Except where it would result in substantially increased 
operating costs (as it would to the small operators), the Association 
sees merit in the proposal for substitution of simultaneous programming. 

On the other hand, the Association considers the blackout 
‘of non-simul taneous programs completely unacceptable. ThenddsS practice 
of same-day blackout should not be construed as having a paralield an 
Canada since there is no similar pre-release programming by U.S. 


broadcasters and most duplicated programs are simultaneously broadcast. 
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| “The Association will oppose any proposal to black out non-simultaneous 
U.S. programming with every resource at its command. 
| The Beans can be summarized briefly: 

1. Blackout of this kind would be an intolerable limitation of choice 
to cable subscribers. 

2. 'It is questionable that the oremesed blackouts would significantly 
strengthen the financial position of Canadian broadcasters and 
thereby further the Commission's aims. 

Sa AS peeeur ly phrased, the Guidelines would require cable operators 
to prove they are not damaging Canadian broadcasters if they wish 
to be exempt from blackout. On the other hand, the broadcasters 
are at required to prove that they are being damaged and that 
the damage is significantly jeopardizing their service. | 


We have dealt with these reasons below: 


Limitation of Choice 

The blackout of non-simultaneous programming directly 
deprives cable viewers of well established rights of choice in programming. 
The cable subscriber is not only deprived of watching the programming 
at the U.S. station's time slot, but in addition if it forces him to watch 
the program at the Canadian time slot, bide deprives him of the alternative 
programs available at that time. Blackout of non-simultaneous programs 
will inevitably reduce the total of programming choices available to the 


cable subscribers. 
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Table 4 


VIEWER REACTION TO EFFECT OF GUIDELINE PROPOSALS 


Metropolitan 
Toronto 
SURVEY RESPONSE RATE 
Cable Viewers 47% 
42% 


Non-Cable Viewers 


* 


Mailed just as mail strike took effect 


CABLE VIEWER OPINION 
Reaction to Proposal to Blackout 


U. 


S. Programs Duplicated on 


Canadian Stations 


Agree Strongly 

Agree somewhat 

Neither Agree Nor Disagree 
Disagree Somewhat 

Disagree Strongly 

Not Indicated 


Reaction to Loss of One U.S. Station 
Under Station Priority Proposal 


Agree Strongly 

Agree Somewhat 

Neither Agree Nor Disagree 
Disagree Somewhat 

Disagree Strongly 

Not Indicated 


REACTION WITH REGARD TO CONTINUATION 
OF CABLE SUBSCRIPTION 


If Duplicated Programs Blacked Out 


Would Not Do Anything 

Might Consider Cancelling 

Would Seriously Consider Cancelling 
Would Definitely Cancel 

Not Indicated 


if One U-5,. Station Deleted 


Would Not Do Anything 

Might Consider Cancelling 

Would Seriously Consider Cancelling 
Would Definitely Cancel 

Not Indicated 


OPINIONS OF NON-CABLE VIEWERS 


Reaction To Proposal To Blackout U.S. 
Programs Duplicated on Canadian Stations 


Agree Strongly 

Agree Somewhat 

Neither Agree Nor Disagree 
Disagree Somewhat 

Nisagree Strongly 

Not Indicated 


Effect of Proposed Program Blackout 
On Likelihood of Subscribing 


More Likely to Subscribe 

Would Not Affect Decision 

Less Likely to Subscribe 

Would Definitely Not Subscribe 
Not Indicated 


SURVEY AREAS 
Metropolitan 
Montreal 


29%% 
25% 


Ottawa 


512% 
38% 


(Percentage figures below are percentages 
of total responding) 


12%) 314 
19%) 
ae 
142%) 50% 
36%) 
6% 
100% 


4%) 13% 

9%) 

4% 
114) 69% 
58%) 

_14% 
190% 


15%) 39% 
15%) 
19% 
14%) 49% 
35%) 

2% 
100% 


9% 

137, 

50%) 75% 

25/5) 
aro 
100% 


18%) 32%: 
14%) 
112 

9%) 48% 
39%) 

9% 
100% 


8%) 9% 

1%) 

3% 

74) 632 
56%) 
24% 

1002 


26% 
19% 
13%) 40% 
27%) 
152% 
1002 


12% 
17% 
162) 46% 
30%) 
25% 
100% 


21%) 41% 
20%) 
ob 4 

14%) 45% 
S12) 
5% 
1004 


74) 14g 

7%) 

5% 
13%) 69% 
56%) 
12% 

100% 


312 
22% 
20%) 35% 
152) 
11% 
100Z 


16% 
24% 
222) 44% 
22%) 
16% 
100% 
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10%) 34% 
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100% 


8% 
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The Association commissioned an independent consulting 


firm to undertake a series of identical public opinion surveys ina 


number of communities in order to obtain an objective indication of the 


reaction of cable subscribers and non-cable subscribers to the proposed 


blackout provisions. 


The results of the surveys are shown in Table 4 opposite. 


The general conclusions which may be drawn from these 


surveys are as follows: 


Li 


Cable viewers show a clear similarity of opinion across all three 


areas. 


Cable viewer disagreement with the proposal to blackout duplicated 


programs is substantially greater than viewer approval. On 
average, twice as many cable viewers "strongly disagree" as those 
who'"strongly agree". 

Cable viewers objections to the station priority proposal which could 
cause U.S. stations to be dropped is very strong. Five to seven 
times as many viewers oppose this proposal as those who agree 
with its 

Implementation of the blackout proposal would, in the areas surveyed, 
ker result in subscriber losses in the range of 27% to 402; if 
the station priority proposal was implemented from 42% to 46% 
wid seriously consider or would definitely cancel their subscriptions. 

While non-cable user opinion on the blackout and ova oats Guidelines 
was mixed, the effect of the Guidelines on likelihood to subscribe 
to cable was not. From 67% to 75% of viewers indicated they would 
be less likely to subscribe or definitely would ee subscribe if 


blackout was implemented. 
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These results reflect the underlying reasons why viewers 
subscribe to cable television. The surveys also explored the reasons for 


subscribing and the results showed the following: 


Proportion of Respondents Indicating Reason 
As Most Important 


Metro Metro 

Reasons for Subscribing to Cable Toronto Montreal Ottawa 
To get U.S. stations not available without 

cable 6% 402 39% 
To improve quality of reception of U.S. 

stations 10 - 0) 
To get Canadian stations not available . 

without cable 6 o 5 
To improve quality of reception for Canadian 

stations 4 1 2 
To improve quality of colour T.V. reception 

generally 8 z 7 
To eliminate need for roof antenna 7 6 0 
Other reasons 11 1 1 
Not Indicated 33 48 a2 


These results emphasize that the most important reason for 
subscribing to cable is to get or improve reception of U.S. stations. 

The public interest in the U.S. stations is a basic fact which cannot be 
ignored and certainly cannot be regulated. 

While these limited surveys were not intended to provide 
any kind of precise measurement of Canadian public opinion, their results 
present some inescapable general conclusions. The first of thesetis tuae 
the proposed blackout provisions and the likely impact of the proposed 
aA priorities are thoroughly unacceptable to a very significant part 


of the viewing public. The second is that if these proposals are implemented 
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the cable television industry will almost certainly be dealt a crippling 
blow as they will result in subscription losses of up a a third of 

revenues while at the same time effectively retarding future growth, It 
should be pointed out here that the financial losses to cable operators will 
Babes ead y far exceed the questionable financial gains which the Commission 


seeks for the broadcasters. 


The limitation of choice becomes very apparent from 
Table 5 opposite page 22. Table 5 shows that about half of all the 
present prime time programming on the U.S. stations would be blacked 
out under the Commission's proposals. This would be considerably 
vadueed when the new Canadian content rules are fully applied - but 
it would Send 1 represent a very substantial reduction in service. 

We should point out here that a large number of 
advertising agencies and Canadian advertisers were questioned on their 
views of the effect of blackout. While they were not asked for opinions 
on the principle of blackout or its public acceptance (they were asked 
to advise what effect it would have on advertising policies) they Were 
almost unanimous in expressing their condemnation of the idea of black- 


“out and the likelihood it would be unacceptable to the general public. 


The Usefulness of Blackout 
The Commission has stated that the purpose of proposing 
blackout is to protect Canadian broadcast revenues. 
Blackout of U.S. programming would only prove worthwhile 
to Canadian broadcasters if it increased their audience significantly and 


if as a result they would be able to obtain advertising revenues they 
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LE 5 


DUPLICATION OF PROGRAMS CAUSING 'BLACK OUT' IN 
PRIME TIME IN TORONTO, MONTREAL, OTTAWA 
(Based on Program Schedule for Spring, 1970) 
h of 


Hours Blacked Out Per Day and Week Prime 


| SatvueSuny eMonc cr tuesy. Wed.«) Thur. Friis Total Time 
ito 

>. Stations Blacked Out 

IGR - Burrato Chi. -2 0.5 2 See; eS LD oe 270 2.0 10.0 Bio ge) 
TBEN - Buffalo Ch. 4 aga So) ae) ied ie, OD ee. 14.0 50.0 
(KBW - Buffalo Ch, 7 Om 20 1.0 Ze OUPSS . 5 2h 170 T2% 44.6 
‘Total 4.5 370 5). 54.0 4.0 Se) AS ah wih (Sg 43.4 
< 

\. Stations "Causing" Black Out 

fbLt. -— foronto Ch. ‘6 Lio 4.5 2.0 2.5 Pes) 2160 in Pan0 3.510 

>FTO ~ Toronto Ch, 9 250 Z 0 2e5 265 3.0 Hee aU wD LVIEG 607 

SHCH - Hamipeon Gh. kd 2.0 oie WP) a = Ciel 25 Se 30.4 

| (2) 

Total Sioa inn a Fs DO ERO Ree ed 40.5 aoe 

real 

S. Stations Blacked Out . 

WCAX = Burlington Ch, 3 Pie PAA) A a 260 eS el ONla Oo - £0..5 31D 

WPTZ - Plattsburg Ch. 5 = a eS Les = 2,0 E5 9.0 32a 

WMTW - Poland Spring Ch. 8 - OME Oo eo Out i Be O ide De Ooo OO oer, 
Total 250 3.0 aes, 20 4.0 4.0 Za) CUES io ee 

n, Stations "Causing" Black Out 

CBMT - Montreal Ch. 6 — 5.0) 250 2499 159 = sD 12.0 42.9 

CFCF - Montreal Ch. 12 ae) Liao 250 SO ee) OS 1B Ges, O2.0 
Total MES LONa eb S560! 4 08 (4 Oe 2028 Siam ae 

Jah 

S§. Stations Blacked Out 

WPTZ - Plattsburgh Ch. 5 = Line) iGo i} ad 2eQ ie 9.0 aha 

WWNY - Watertown Ch, 7 Za) B05 20 LO - O5 dees 10°55 303) 
Total 2 wi) 6.0 SAS! eo - gests B.U 1905) 

an. Stations "Causing" Black Out 

CBOT - Ottawa Ch, 4 - 6.0 2.0 220 = - 250 30 4220 
CJOH - Ottawa Ch. 13 200 - Mes) We leOnto ar Wt iene 0 2d. pant ee 
Total a 6.0 Sh Ze * Robt jai 1950 34.8 


eS; ; 
—— prime Time = 7:00 P.M. - 11:00 P.M. 


This figure is greater than the 36.5 hours of U.S. station time blacked out, as 
the blackout is sometimes "caused" by more than one Canadian Station. 


oF he 
hn: 
Sows pw. 


=i ad 
Twa, 
He) 

7 


of 


7 : ; f Os ; 7 7 
grimite dw le 9 | no! 1820 9 Yo ual i.e ty f iy '23a4 * et ’ 
.woLgea 92 e hina) « ] a a wtew qv “Keowm> w detec 
; Ve b ; ’ 7 OF 
] Vi ; : - a ? 


7 


nh 


- 22 - 


would not have had without blackout. This means that Les hie would 
have to be persuaded that et yaad cueing Lot U.S. programs would 
be a better advertising vehicle if blackout is imposed. 

The question which is raised is not whether Canadian 


broadcast audiences would be increased by blackout - they would inevitably 


obtain some increase - but whether the result would produce a worthwhile 


increase in revenues. 


This depends on a number of key factors: 
(i) The amount of U.S. programming which would be duplicated on 
both U.S. and Canadian Cae 
(ii) The number of cable subscribers in the station area. 
(iii) The number of cable subscribers who would watch the programming 
which would be blacked out on the U.S. Stations. 
(iv) The number of those cable subscribers referred to in (iii) 
above who would actually elect to watch the programming 
when it comes on the Canadian channel instead of watching 
alternative programs offered at that time on other channels 
or resorting to off-air reception of U.S. stations. 
(v) The extent to which other factors such as "package’’ deals 
for mixtures of time slots, the pre-season guessing as to 
the popularity of new shows, and the effect of new time 
slots for old programs, etc., would reduce the ability Ofte 
stations to improve their revenue positions. 
In Table 5 opposite we have shown an analysis we have 


carried out of the amount of programming in the Toronto, Montreal, and 
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Ottawa schedules (Spring, 1970) which would be affected by blackout 
under the proposals. This analysis shows the percentage of prime time 
programming of U.S. stations which would be blacked out and the 
percentage of prime time programming of Canadian stations which would 


presumably benefit. 


This can be briefly summarized as follows: 


% of Total PrimeTime 


Canadian Urs. Station 
Broadcasting Broadcasting 
"Benefited" Blacked out 
Toronto ASw2h “3247 
Montreal S27 BUST ee: 
Ottawa 34.8 34.8 


The amount of Canadian programming in prime time 
which would cause blackout will vary between stations (particularly 
between the CBC and privately owned stations) because of the stations 
programming and of the number of U.S. station signals available. At the 
present time it is probably safe to assume that it will average about 
50% of prime time when there are three U.S. networks available. The 
private Canadian stations will average about 60%. Our analysis of non- 
prime time programming in Toronto shows that only 4.9% of non-prime 
time programming would cause blackout. (Appendix C ) 

While we have not attempted detailed analysis of all 
Canadian markets we have no reason to believe that Toronto, Montreal, 
and Ottawa would vary widely from programming in other Canadian areas. 


French language stations would of course have very little duplicate 
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programming if Lt ie ee that dubbed-in voices would be considered 
foe these purposes to be a change in program content. 
| Since approximately 75% of total revenues come from prime 

time programming, it can be calculated that blackout could affect 
programs under present schedules that provide about 40% of the revenue 
of Canadian broadcasters. Once the Canadian content rules apply fully, 
this percentage Wate likely ae reduced to somewhere between 27% and 
302%. 

Next, the proportion of cable subscribers to total 
viewers should be considered. The Commission's statistics of September 1969 
show: 

Proportion 


of Television 
Homes using 


Cable 

Toronto Bessy 
Montreal 16 
Ottawa - Hull 45 
London 80 
Winnipeg 9 
Vancouver 50 

All Canada 1 


While these figures are now outdated and in fact differ 
somewhat from recent BBM data for the same period, it is felt that they 
still provide a reasonable indication of the penetration of cable in 
Canada. As can be seen, there are wide variations - due mainly to three 
factors: the extent to which the area is licensed for cable; the number 
of stations which can be received satisfactorily without cable; and the 
proportion ot vene population which speaks French. Growth in the 


penetration of cable will come relatively quickly in newly licensed areas. 
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Table 6 


ANALYSIS OF CABLE VS NON-CABLE VIEWER HABITS 
ON PROGRAMS DUPLICATED ON CANADIAN AND U.S. 
STATIONS AVAILAB LE IN TORONTO AND HAMILTON AREAS 
(Figures are impressions in 100's) 


Prime Time All Viewers , Cable Viewers Non-cable Viewers 
Duplicated Cdn. U.S. Cdn. U.S. Cdn. U.S. 
Programs Stations Stations Stations Stations Stations Stations 
Simultaneous 
Transmission 
It Takes a Thief 1 302 437 B72 166 930 270 
Ed Sullivan 25378 1,641 479 403 TLS 1,234 
Mod Squad Loew Sy 355 292 1,174 280 
Subtotal - Sie 2 2,650 1,206 861 3,947 1,784 
Share - 66% 34% 58% 42% ; 69% Sly 
Pre-Released 
in Canada One Hour Shows 
Land of the Giants 498 2387 130 35 354 PD's. 
Carol Burnett 1,616 TZ S5 434 286 ee e7 7 986 
Brackens World 417 374 62 16 354 358 
Glen Campbell 944 1s 335 245 434 692 899 
Red Skelton 1,667 709 359 2S 1,294 408 
Jackie Gleason 133 664 Su 246 es PAP45) 411 
Johnnie Cash 1,642 831 406 B72 e224 458 
Marcus Welby 1,426 1 ae a 236 699 P83 882 
Engelbert 15059 837 SYA 338 685 498 
Name of the Game 1,670 516 445 118 1 Mess 398 
Laugh In 2,946 Des 704 585 Be PANS: aod: 
1D Alle A bya ee ie 1,026 301 404 941 621 
Subtotal IW 7/5 Sale 552 4,005 3,806 P2552 7 ,662 
Shane u— 597 NY 512 49% 62% 38% 


Half Hour Shows 


Family Affair my a 2 477 267 127 838 349 
Lucy 1190 608 254 239 880 370 
Gove ace ith ibe 433 299 180 752 250 
That Girl 645 475 166 164 448 310 
Adam - 12 417 273 241 159 176 114 
Eddie's Father 1,392 562 382 313 1,010 248 
Pat Paulson 736 384 330 161 376 223 
Nanny 1,405 619 432 200 967 419 
Bey. Hillbillies 1,154 588 354 55 793 533 
Chost & Mrs. Muir 590 684 107 012 469 472 
Green Acres 1,190 210 881 210 
Doris Day 14035 844 214 256 811 588 
Bill Cosby jee 709 253 284 853 421 
Debbie Reynolds 714 251 205 118 509 133 
Subtotal 13,819 ieee 3.507 2,468 9 ,763 4,640 
Share - ; 66% 34% 59% 41% 68% ane 
Total Prerelease Prog. 30,570 18,669 ree! 6,274 22995 12, 302 
Share - 62% 38% ws 452% 64% 362 
All Programs 35,781 21419 8,718 7.135 26 ,842 14 , 806 
Share - 63% 32% 55% 45% 64% 36% 


Note: Figures from BBM reach report covering broadcast period March 2 ~ March 15, 1970. 
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Toronto should show a considerable spurt in the next two to three years, 
but its penetration will inevitably be slowed by the easy accessibility 
off-air of U.S. television. Montreal's cable penetration will be slowed 
because of the ready accessibility off-air of the U.S. English language 
stations and the relatively small addition of French language stations 
offered by cable. 

It is reasonable to assume that 50% is a "normal" penetration 
to be Bpeceed for areas without easy off-air excess to a variety of 
Se some technically "isolated" areas will likely achieve much 
higher levels of penetration. However, it is difficult to forecast the 
major market areas in Canada achieving an average across Canada of better 
than 302 in the next few years until technological development permits 
cable to offer the kinds of services that will come with large increases 
in the number of channels, facsimile services, etc. 

Next we must consider the proportion of the cable viewers 
that would be affected. In Table 6 opposite we have shown the results of 
an analysis of a BBM survey commissioned by the Association. From this 
it can be seen that spout 45% of cable viewers watch the duplicated 
programs on U.S. stations. 

While this analysis was limited to prime time viewing in 
Metropolitan Toronto and Hamilton in Wace 1970, it is not markedly 
different from the BBM data (for all time slots) for November, 1968. 

At this time Metropolitan Toronto cable users watched U.S. stations about 


43.4% of the time. 
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As Toronto aps viewers (and non-cable viewers) are 
able to Are all 3 of the U.S. networks and very few market areas 
exceed this capability, it is felt that the use of the results in 
Table 6 as papre sentative of Canadian viewing habits is quite realistic 
and), ot anything, is overly conservative. Thus, it is reasonable to 
assume that 45% of cable users will watch the U.S. station to view 


programs duplicated within a 7-day period on U.S. and Canadian stations. 


The foregoing analysis leads to the following conclusions: 
(i) Over the next few years the average cable penetration across 
all Canada is not likely to exceed SOR. 
(ii) The maximum proportion of cable viewers watching duplicated 
programs on U.S. stations is likely to be about 454. 
(iii) From this it can be seen that roughly 13.5% (that is 304% of 


45%) of all viewers will watch the duplicated programs on 


cable. These are all the viewers who could be forced to 
watch Canadian stations by the blackout provisions. 

(iv) The viewers watching the duplicated programs on Canadian 
stations consist of two groups: 

—~ The cable viewers who watch the Canadian stations. These 
amount to 16.52 of all viewers (that is 55Z of cable 
viewers at 30% cable penetration). 

-~ The non-cable viewers who watch Canadian stations. these 
amount to 44.8% of all viewers (that is 64% of non-cable 
viewers). 


The total of these two groups amounts to 61537 tol ae 


Canadian viewers, cable or non-cable. 
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(v) The 13.5% of all viewers who could be forced Bo blackout to 
watch the duplicated programming on Canadian stations, would 
(if all of them transferred) represent an increase of 22% 
to the number of viewers watching the duplicated shows on 
Canadian stations. 

(vi) If the maximum number of viewers were transferred by blackout 
and if the transfer could result in a directly proportionate 
increase in revenue to Canadian broadcasters, the effect 
of this transfer on the 40% of total revenues which the 
duplicated programs provide, would be at maximum an increase 
of 8.8% in total revenues. 

However there are a number of important factors which 
will reduce this maximum increase in revenues: 
(i) The imposition of the new Canadian content rules which will 
cut the percentage of revenue now derived by Canadian 
broadcasters from duplicated programming. 

Gide aa the things which will reduce the number of viewers who 
transfer their viewing because of blackout: inconvenience 
of the Canadian time slot, watching U.S. programming off-air, 
preference for other programming during the Canadian time- 
ana for the duplicated programming. 

With the imposition of the Canadian content rule, the 


maximum increase in Canadian broadcast revenues because of blackout 


would be about 6.6%. 
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In conclusion, Wt iis certainly not realistic to assume 
that ald of the viewers would, in fact, transfer. If only half of the 
viewers were to transfer to watching the Canadian stations if blackout 
was implemented, the Canadian Grotdeasters could expect a Seen 
increase of only 3.3% in their revenues. We feel that this 3.375. i. 


anything, overestimates the benefit that would be realized by the 


broadcasters due to the implementation of blackout. 


We do not pretend to be able to estimate what the exact 
range of increase in revenue would bes “however, we feel 1t is self 
evident from the foregoing analysis that it would likely be relatively 
small. While any increase (particularly one without increases in 
cost) would be valuable and undoubtedly most welcome to the broadcasters, 
we suggest that this slight improvement in Canadian broadcast revenues 
would be a very small return for what the cable viewers would pay in 
interference with well established viewing practices. 

We mentioned previously that we undertook a limited survey 
of opinion of major advertisers and advertising agencies to determine 
their views of the effect of blackout on Canadian broadcast revenues. 
Most of those interviewed stated that it was as yet not quite clear 


what precise effect blackout would have on the Canadian stations reach. 
In general they felt that it would be difficult to judge what Canadian 


broadcasters could claim. However, the majority of those interviewed 


felt that blackout could not have any major impact on rates. 
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ee broadcasters have Per potead the pre-release of U.S. 
programming on the basis that it gives them a competitive edge over the 
U.S. programming. The data in Table 6 (opposite page 25) suggests that 
the simultaneously broadcast programs obtain greater viewer shares for 
Canadian broadcasters than those pre-released. While this may be due to 
the specific programs concerned and their lead-ins, it appears to the 


Association that the effectiveness of pre-release should be thoroughly studied. 


Blackout Exemption 

The Guidelines state that the blackout provisions will 
apply unless specifically authorized by the Commission. 

This can only be interpreted as imposing on the cable 
operators the responsibility to seek to have their station exempted. And 
since the Commission's stated reason for proposing blackout is the 
protection of essential broadcasting services, it must be assumed that 
the cable operator would have to show that broadcast services were not 
being damaged significantly or alternatively that the damages to the 
cable operation were worse. Either would be almost impossible to 
establish precisely without detailed knowledge of the financial affairs 
and operating positions of the other broadcasting services - knowledge 
which a cable oeprator could not be expected to have or to get. Clearly 


this would put cable operators in a most unfair position. 


a 


We find it somewhat strange that there is no suggestion 
on the Commission's part that broadcasters should show proof of sufficient 
damage arising from the cable operations before imposition of blackout - 
although this would appear to follow general practice on questions of 


damage. 
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It is the Association's view that there is considerable 
question that broadcasters be being seriously threatened by cable 
transmission of duplicated programming and it is equally questionable 
whether the imposition of blackout would redress damage or cause any 
really significant improvement in broadcast revenues. 

We strongly object to blackout as a.limitation of 
freedom of choice.: Moreover, it would be unreasonable to impose any 
requirements of this kind on cable systems in the absence of proof that 
the broadcaster's financial well-being is seriously threatened by cable's 
transmission of the duplicated programming. 

As written the Guidelines appear to suggest that cable 
operators should be held responsible for a further form of blackout — 
that is for monitoring the U.S. stations carried by their systems and 
deleting advertising or program content which is in contravention of 
Canadian regulations. The Association must point out that this would be 
highly impractical and almost impossible to implement effectively. More 
importantly it would impose a form of censorship on cable viewers ehien 
would not be imposed on non-cable viewers. 

The Commission has also proposed that a cable system 
may be refused permission to carry a T.V. station that "solicits 
Canadian advertising outside of his market or TV aeneed dred ix ele 
it is deemed to be in the public interest that this flow of funds not 
take place, the Association feels that the resolution of the problem 
should not. take the form of discrimination against cable viewers while 


ignoring the larger group of non-cable viewers. While we appreciate 
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that it is not within the scope of the Commission's responsibilities 

to deal with tax considerations, we suggest that it would not be outside 
the Commission's function to point out to the appropriate agency of the 
Canadian Government that the financial position of Canadian broadcasters 
might be threatened by the flow of Canadian advertising dollars 

to U.S. border stations. The precedent established for exempting 
Canadian advertising expenditures in U.S. print media from allowable 
expenses for tax purposes might well be applied to broadcast advertising 


to the substantial benefit of Canadian broadcasters. 
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SECTION 5 


SUMMARY OF RECOMMENDATIONS 


Two important Botnee underly the Association's 
recommendations in this brief. 

The fitStiis ear the value of cable television's 
present and potential future contribution to essential Canadian 
broadcast services - particularly to community services - is very 
great ane these services must not be jeopardized by regulatory 
action which may cause more damage to public services than the 
unproven damage which it seeks to redress. In this regard we 
must emphasize that the factors which fragment television viewing 
and present problems for the broadcasters are caused by public 
needs and demands and not by cable ie sion which seeks to 
serve them. The Commission's laudable desire for increased local 
service and wider variety of programming is in itself a force for 
audience fragmentation. 

Secondly, cable viewers must not have their viewing 
regulated in a-manner which results in their being deprived on cable 
of programming available off-air. 


To clarify the intent of the guidelines and to ensure 


equitable and practical regulations the Association strongly recommends 


the following: 
ie Regulations which would materially affect the financial 


viability of cable operations should be applicable to new 
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markets only. Where this is not possible, the effective date 

of the new regulations should be delayed a sufficient time from 
its promulgation to allow operators to take effective compensatory 
action, to develop the financial resources necessitated by the 
change, and to use the normal Breath of the system to offset 
possible subscriber losses. 

2. eet ne gee eenen should set up a special class of cable license 
‘For license areas with less than 5,000 subscribers. This class 
should be exempt from any regulations which establish minimum 
station coverage or special programming requirements. This 
class should also be exempted from regulations restricting 
programming for the purpose of protecting other broadcast services. 

3. The Commission's licensing and regulatory practices should give 
due consideration to the long-term nature of the investment 
required in cable television. In particular the term of the 
license should be sufficient to provide reasonable security. 

4. Where a station's signals are available in the licensed area 
off-air with a local head end, a cable operator should be exempt 
from putting into effect regulations which would restrictytne 
cable viewers' reception. 

Sceewnere. a cable system carries stations which operate only part 
time, the operator should have the option of using the "free" 


time to meet other programming commitments. 
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6. Where it is necessary to drop either a U.S. station or a non-B 
contour Canadian station, the choice should be made on the basis 
of which station best serves the public interest by providing 
the greatest additional diversity of programming. 

7. B contour stations which largely duplicate other stations carried 
by the system should not have priority over U.S. stations with 
greater established viewer interest in the area. 

8. Blackout of non-simultaneous U.S. programming should only be imposed 
where the other broadcasting services serving the licensed area 
can show proof that they are being damaged by the duplicate 
programs on cable sufficiently to endanger continuation of their 
operations. 

While the imposition of blackout is unacceptable to the Association 
in principle, the Association sees merit in the proposal for 
substitution of simultaneous programming in those instances 
where the required program controls would not result in substantially 
increased operating costs. This acceptance is based on the fact 
that such substitution would not result oe loss of choice for 


cable viewers. 
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CANADIAN RADIO-TELEVISION COMMISSION 
CONSEIL DE LA RADIO-TELEVISION CANADIENNE 


OTTAWA, APRIL 10, 1970 


PUBLIC ANNOUNCEMENT 


GUIDELINES FOR APPLICANTS REGARDING LICENCES 
__TO CARRY ON CATV UNDERTAKINGS ni 


The Canadian Radio-Television Commission, fits caplic 
Announcements of May 13, 1969, and December 3, 1969, outlined in 
general terms the interim policies it would follow in granting 
licences for the operation of community antenna television systems. 
The Commission is of the opinion that CATV Is an important part of 
the Canadian broadcasting system, but that it should develop with- 
out threatening the essential service provided by the rest eructe 
system. 


The Commission must constantly recognize that broadcas- 
ting provides a service in non-urban areas where development of 
CATV is not foreseen for many years because of the low density of 
population. These non-urban areas could be deprived of present 
TV service if CATV developments resulted in the financial failure 
of local TV stations. 


The CBC English language network as of March, 1969, was 
still not available to 615,000 English speaking people 
and the French language network was not available to 
439,000 French speaking people. This data breaks down 
into 185 English speaking and 60 French speaking com- 
munities of 500 or more persons not receiving a service 
in the language of the community. Over 252 of the Eng- 
lish and bilingual population do not yet have CTV net— 
work service and French language alternate television 
cervicerts still not available to 1.3 million French 
speaking people. 7 


Based upon intensive consultations since May, the Commission 
publishes the following guidelines as a further development of its 
announcements of May 13 and December 3, 1969. This document will take 
precedence Over other announcements where appropriate. It is intended 
as a guide to applicants for licences, amendments to Licences and 
renewals of licences to carry on CATV undertakings. 
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The Commission pointed out in its announcement of May 
13, 1969, that CATV local programming should complement, rather 
than compete with, programming already available to the community. 
It placed particular emphasis on the opportunity for CATV licen- 
sees to enrich community life by fostering communication among 
individuals and community groups. In the development of programs 
of interest to communities, it is the hope that CATV programmers 
will be motivated by innovation rather than imitation. Local 
programs should be based on access and freedom from the restraint 
of program schedules which are often less flexible in conventional 
broadcasting. 


In its announcement of December 3, 1969, the Commission 
indicated that it was consciousiof the right of all Canadians to 
share in their homes a wide range of broadcast programming "using 
predominantly Canadian creative and other resources", as well as 
a selection of programs of interest to Canadians derived from the 
United States and ether countries. ‘Where a second television 
service already exists," it said, "tho Commission will consider 
all plans which have been or will be brought to its’ attention in 
order to accelerate the development of Canadian broadcasting ser- 
vices, including CATV.... Such a development should include all 
regions of the country, including those where cable broadcasting 
is not now available, such as the interior of British Columbia, 
parts of the Prairies, Ontario and Quebec, and the Atlantica, Prax 
vinces. | The Commission 1s “of the opinion that this development 
along an east-west axis is imperative in the public interest.” 


It is the view of the Commission that this development 


must take into account:- 


(a) the maintenance of basic local television service; 

(b) the extension of alternative Canadian television 
service; and 

(c) the need to apply a consistent CATV policy across 
the country. 


In order to achieve these obiectives, the Commission now 
proposes the following basic guidelines: 


1. A proposed CATV system should not prevent the extension of 
television service into an arca, seriously inhibit local tele- 
the financial failure of a broad- 


vision programming, or cause 
In pranting a licence to 


casting station serving the area. 
carry on a CATV undertaking, the Commission may, a5 a condition 
reduce the number of clannels irewlvtag requesned 


ot). Fi eence,; 
ction is necessary {fo maintain the 


by the applicant if such a 
principles expressed in this paragraph. 
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2. The following list revises the priorities contained in 
the announcement of May 13, 1969, and will be used by the 
Commission as a basis for determining the channels to be 

carried by a system proposing a local head-end or distant 


head-end connected to the distribution cable by a broadband 
system: 


(a) CBC network service 

(b) Canadian private network service 

(c) Canadian B contour TV stations 

(d) A channel .for community programs 

(e) The Commission may require reception from 
additional Canadian stations which have 
significantly different program schedules 
from those stations which come within 
categories (a) to (c) 

(f) Service from one non-Canadian commercial station 

(e) “Service i rom-one non-Canadian non-commercial 

: station 

(h) If a system carries FM stations, it should carry 
all available Canadian FM stations in both offi- 
cial’ languages 

(4) A CATV system may be required to carry, at the 
discretion of the Canadtan Radio-Television Com- 
mission, the signals of AM broadcast stations 
where they are needed because of special circun- 
stances. 


3. The Commission may authorize a CATV system operating with 
a local head-end to carry programs from more than one non- 
Canadian commercial television station. 


4. “Eachreceiving head-end must be located within Canada and 
controlled by a licensee of a broadcasting undertaking. 


5. The non-Canadian programs broadcast by Canadian broadcas- 
ting stations serving the area shall not be duplicated on a 
CATV system simultaneously or during the week prior to and 
the week subsequent to the date of airing on the Canadian 
stations unless specifically authorized by the Commission. 


6. Notwithstanding Paragraph 2, a minimum of one channel must 
provide for the distribution of educational television programs. 


7. Where the population composition of any licensed area re- 
quires it, an additional local program channel must be devoted 
to programs in the other official language unless otherwise 
authorized by the Commisston. 
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8. Ar systemplonsthe importat fon of non-Canadian signals 
should be consistent with the ultimate development of an 
orderly east-west distribution of systems within Canada. 


9. ‘Applicants are reminded that advertising or programs 
which are prohibited by Canadian laws or regulations should 
not be carried. 


10. Networks of CATV undertakings may be authorized by the 
Commission !f£ satisfactory evidence is provided that such 
interconnection is in the public interest. 


ll. Applicants should bear in mind that if a TV station 

solicits Canadian advertising outside of his market or 
licensed area so as to disrupt the economic balance estab- 
lished by the normal licensing practice, the Commission may 
refuse to authorize the distribution of its programs by a 
CATV system. 


Because of the volume of applications which have been 
filed with the Commission and to give the Commission an opportunity 
to study the effects of the Foregoing guidelines, until further 
notice the Commission will not consider any application from a 
licensee of an existing CATV undertaking for an amendment to its 
licence to insta]l a distant antenna for connection to. the distri- 
bution cable by a broadband system. 


The Commission intends to propose regulations which would 
be the subject of a Public Hearing possibly in the Fall of 1970, 

and which would establish rules applicable to all existing and future 
CATV systems. ; 


In the meantime, written comments on the guidelines may 
be filed with the Secretary, Canadian Radio-Television Commission, 
100 Metcalfe Street, Ottawa 4, Ontarto. 


ih Ke Troster, 
Secretary. 
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Prov. 


B 


Prov. 


2C. 


BBM 


Area 


3035 
3055 
3070 
3080 
3120 
gu35 
3150 


BBM 
Area 


9010 
9025 
9041 
9061 
9075 
9095 
9109 
O121 
O13). 
9139 
9145 
9161 
Oli 
9185 


0235 
9260 


LISTING OF BBM AREAS 


APPENDIX B 
Page l 


WHERE U.S. TELEVISION SIGNALS ARE 


RECELVED 'OFF-AIR' 


Population 


119,670 
32,950 
24,590 
59,340 
39,640 
42,340 


33.5 anu 


452520 


Population 


37,400 
S¢620 
23, 910 


44,780 
39,430 
27,740 
159,100 
67,520 
43,850 
(184,660) 
224,470 
52,660 
31,990 
54,020 
60,850 


23,110 
1,747,650 


WEMT 
WABL 
WABI 
WAGM 
WAGM 
WAGM 
WAGM 


KXLY 
KXLY 
KREM 
KSPS 
KREM 
KREM 
KVOS 
KVOS 
KCTS 
KVOS 
KTNT 
KVOS 
KCTS 
KVOS 
KTNT 
KVOS 
KTNT 
KVOS 
KTNT 
KVOS 
KVOS 
KVOS 


~KVOS 


U.S. 


0 
6 
- 0 
1 
- 0 


- 56 
- 28 


U.S. 


asthe, 


Stations and % Reach 


WLBZ - 3. WEMT - 1 WMED - 1 
WLBZ - 1 WABI - 2 WMEM - 0 


WLBZ = HL WABI 93 . WMEM = 2 


Stations and 4 Reach 


KREM - 2 KMQ - 3 
KREM - 2 KMQ - 2 KSPS - 1 
KXLY - 18 KHQ - 11 KCFW - 0 


KX ia Rete oh 

KHQ - 12 KXLY - 16 
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Stations and % Reach 
WEN = A WeR-— 1 WICU - 1 


WXYZ - 2 WWJ - 2 WNEM - l 
WGR - 0 WWJ - 0 


WGR - 1 f 
WGR - 0 
WJIRT - 2 WIOM - 15 WNEM - 1 


WKBD - 0 
WIOM - 6 WWIV - 3 WJRT - 7 


WJIRT - 2 WTOM - 15 WNEM - 1 


WWIV - 3 WKBD - O 
WLUG — 1. KDAL(=""6 
WLUC - 1 KDAL - 4 
WpLO — GeewiRe — 10. KDAL T= 18 
KDAL - O 
KCND - 1 
Stations and % Reach 
WDAZ - 5 
KXMC - 12 KMOT - 9 WDAZ - 3 
OSAZ =.1 
KXJB - 1 iWDAZ - 0° KTMI = 0 
KXMC - O 
Stations and % Reach 
KFBB - 7 
KFBB - 0 
KFBB - 2 


- 3 


APPENDIX B 


Page 6 
BBM 
PYOV. Area Population U.S. Stations and % Reach 
Sask. 7010 51 030% KXMC - 6 KUMV - 1 KMOT - 10 
7020 30,500 KUMV - 4 KXMC - 1 
7045 D6 020 MeTV = 2. KEEB, — 12.2 KOOK = 1 


124,450 
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DUPLICATION OF PROGRAMS CAUSING ‘BLACK OUT' 
- NON-PRIME TIME IN TORONTO 


nto 

.S. Stations Blacked Out 
WGR —. Buffalo’ Ch. 2 
WBEN - Buffalo Ch. 4 


WKBW - Buffalo Ch. 7 
Total 


inmestacions ‘Catising' Black Out 
CBLT — Toronto Ch. 6 


CFTO — Toronto Ch. 9 
GHGH = Hamilton Ch. ll 
total 
1) Non-Prime Time = 7:00 A.M. 


% of Non 
Hours Blacked Out Per Day and Week Prime 
Satcume Mon.) lues. wea. 9 Thurs.Fri. Total Time (1) 
- - 0Oc5 Sipe rrae A bs Or oer Oe Pla 283% 
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TvB OF CANADA 


The Television Bureau of Canada is a non- 
profit organization completely financed by 
the private sector of the Canadian television 
industry for the express purpose of assisting 
national, regional and local advertisers and 
advertising agencies in making more effective 
use of the television medium. The services of 
the Bureau are readily available on a confi- 
dential basis to any advertiser or agency using 
or contemplating the use of television in 


Canada. 


TELEVISION BUREAU OF CANADA INC. 
500 University Avenue, Toronto 2, Ontario 
- Phone (416) 363-3133 Telex: 02-21587 
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THIS IS AN ORIGINAL TvB OF CANADA 
STUDY DESIGNED TO DETERMINE 
WHAT HAPPENS TO VIEWING HABITS IN 
A TELEV ISION MARKET HEAVILY PENE- 
TRATED BY CABLE TELEVISION. 


To our knowledge it is the only in-depth 
study of its kind that has been conducted in 
North America. It is presented as part of a 
continuing effort by the Bureau to provide 
advertisers and their agencies with docu- 
mented information on the developments and 
trends in Canadian television. 


We do not consider the findings of this study 
to be a specific buying tool but rather an aid 
to media strategy decisions. 


The data contained herein was commissioned 
from A.C. Nielsen Company Limited and 
Canadian Family Opinion Limited. 
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_ THE EFFECTS OF CATV ON TELEVISION VIEWING 


' Introduction 


Although cable television has existed in Canada since 
1952, it is only in recent years that its growth has 
started to accelerate. . 


In the last two years this growth has been quite 
phenomenal but it has at the same time been erratic, 
producing a wide range of household penetration across 
the country — 50% in Vancouver, 50% in Ottawa, 80% 
in London and 25% in Toronto and Montreal. 


However, nationally cable now serves over one million 
households — approximately one in every four homes. 


This one fact alone has led some advertisers and agencies 
to believe the viewing audience is fragmenting to the 
point that conventional television is being rendered 
ineffective and uneconomical as an advertising medium. 
A few believe that some stations are already unable to 
deliver adequate coverage of their markets. 


THE OBJECTIVE OF THIS STUDY WAS TO TEST 
THE VALIDITY OF THIS CONCERN AND TO PRO- 
VIDE HARD INFORMATION WHERE NONE HAD 
BEEN AVAILABLE BEFORE. 


THE STUDY AREA 


A basic requirement in selecting a market for study was that it 
have a high degree of cable penetration. Our choice was the home 
county of CFPL-TV, London, Ontario — Middlesex county. A 
_number of factors combined to make this area ideally suited to 
our needs: 


1. Cable television existed in the area before a loca] station, 
thus there was no novelty factor. 


#5 Widtese? county, currently served by three cable sys- 
tems, has the highest degree of cable penetration in 
Canada among major markets and as far as we know, in 
North America as well. 


In the city of London, it is estimated that up to 80% of 
households subscribe to a cable service, while in the whole 
county area, both Nielsen and the Bureau of Broadcast 
Measurement estimate 60% of households are connected. 


3. In addition to CFPL-TV no less than 20 other television 
Stations have access to Middlesex County — 12 of them 
via cable and 8 off-air. (See appendix A) 


4. There is a locally programmed cable channe! that has been 
operated and heavily promoted for a number of years. It 
currently offers subscribers 35 hours of cable- cast pro- 
gramming each week. 


These conditions are most severe. If cable television does affect 
the ability of a home market station to provide adequate coverage 
of its market, then it would have to be most pronounced in the 
London area. 
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Appendix A 


MIDDLESEX COUNTY 
TV STATIONS PENETRATING MARKET 
Home Station: CFPL-TV, London 


Off-Air Via Cable 
Canadian Canadian 
CKNX-TV Wingham CKCO-TV Kitchener 
CFTO-TV Toronto CHCB-TV Hamilton-Toronto 
CBLT-TV Toronto CKLW-TV Windsor 
U.S. U.S. 
WBEN-TV Buffalo WKYC-TV Cleveland 
WGR-TV Buffalo WEWS-TV Cleveland 
WKEW-TV Buffalo WIW-TV Cleveland 
WTVS-TV Detroit WWI-TV Detroit 
WIET-TV Erie WXKYZ-TV Detroit 


N.B.: 


WKBD-TV Detroit 
WIEK-TV Detroit 
WICU-TV Erie 
WSEE-TV Erie 


The stations listed as penetrating Middlesex County off-air 
do not necessarily cover all ay homes in the country. 
Similarly some of the stations listed as penetrating via 
cable systems can also be viewed off-air by varying 
numbers of TV homes in the county. The home market 
station CFPL-TV covers all TV homes in the county 


_ regardless of the incidence of cable. 
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METHOD 


The study was conducted by A. C. Nielsen as part of their 
regular N.B.I. Report during November 1969. 


In order to provide a sufficient number of cable and 
non-cable homes for valid projection purposes, the sample 
size was increased from 153 to 374, thus 223 cable and 151 
non-cable homes were tabulated. 


Due to the complexity of this study we have not presented 
the complete details of the results in this booklet. Instead the 
following pages contain the most significant points and the 
conclusions that can be drawn from them. 


The complete findings are readily available to any advertiser 
or agency on request. 


THE CABLE VERSUS THE NON-CABLE HOME 


Nielsen’s tabulations showed there were no significant dif- 
ferences by normal reporting demographics between cable 
and non-cable homes. However we decided to probe further 
ana get additional demographic data. 


From their continuous London panel, Canadian Family 
Opinion reported some more noticeable differences. . 


They found that cable subscribers tend to be in the slightly 
higher income brackets. Also a slightly higher proportion of 
cable subscribers tend to be among the managerial, sales, 
service and communications occupations. 


However, these differences were not significant enough to 
warrant consideration in marketing/advertising plans. 
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H.U.T. LEVELS 


An examination of the H.U.T. (Households using television) 
levels, Monday through Friday, showed that non-cable 
viewing peaks earlier and falls off earlier than cable. 


This earlier peaking of non-cable viewing we attribute to the 
more effective local programming of the home station during 
the times it controls its own programming. This is locally 
oriented programming and popular American syndicated 
shows that non-cable homes cannot see at other times. 


The fall-off in the evening is undoubtedly due to the appeal 
of national programs which follow on the home-station and 
over which they have no control, as compared to the greater 
variety of programming available to cable subscribers. 


AVERAGE QUARTER HOUR RATINGS 


A comparison of the average quarter hour ratings on the 
home station between cable and non-cable viewing showed 
marked differences. 


With the exception of the late news, non-cable viewing 1s 
double that of cable viewing. During national program times 
it is more than double. 
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TOTAL VIEWING TO ALL STATIONS 


We next examined the average quarter hour, Monday through 
Friday, viewing to all stations penetrating Middlesex county in 
three ways. 


1. Among Non-cable TV Homes 


Essentially this showed the performance of the home 

. Station without cable in the market. As was expected the 
home station was very dominant, capturing better than 
75% of the available audience at any given time. 


2. Among Cable TV Homes 


The rating dispersion with cable in the market represents . 
the widest possible choice of programming in North 
America. 


At any given time about 50% of the audience is reached 
by the home station, a CBC affiliate, supplemented by the 
neighbouring CTV station. This audience is divided 
equally between the two during national program times, 
while during selective time the home station dominates. 


3. Among Total TV Homes 


Since advertisers don’t buy cable or non-cable homes, but 
total market, the only meaningful picture is the rating 
dispersion among total TV homes. 

The home station dominates, delivering on the average 
about 50% of the available audience at any given time. Its 
audience share is lowest during national prograin times. 


The remaining audience is divided among 20 other 
stations, with the largest single share going to the 
neighbouring CTV station. 

From this it is quite apparent that it is uneconomical and 
unnecessary to buy more than the home station for local 
market coverage. Regional marketing practices would have 
to take into consideration the supplementary bencfits in 
Middlesex county of purchases on the neighbouring CTV 
station. 
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AVERAGE DAILY REACH 


We next examined the average daily reach and hours viewed, 
Monday through Sunday among the 47,000 cable and 31,000 
non-cable homes in Middlesex county. 


Average 
Daily 
Homes % ; 
Reached Reach Hours Tuned 


A. AH TV stations Cable homes 43,000 91.5 5 hrs 07 mins 
Non-cable homes 28,080 89.5 4hrs 41 mins 

(20) Total TV homes 71,000 90.7. 4 hrs 54 mins 

B. All U.S. stations Cable homes 36,300.4 77.2 2 hrs 31 mins 
Non-cable homes 3,609 11.5 Ohrs 16 mins 

(13) Total TV homes 39,960 51.0 ij hr 47 mins 

C. All Canadian stations Cable homes 39,700 84.5 2 hrs 35 mins 
Non-cable homes 27,608 88.2 4hrs 24 mins 

(7) Total TV homes 67,300 86.4 3 hrs 19 mins 

D. Ali Canadian stations Cable homes V7 D2OO.. 57.9, ier 65 mins 
less Home Market station Non-cable homes 10,000 31.9 Olhrs 43 mins 
( 6) Total FTV homes 37,000 47.5 0 hrs 56 mins 

E. Home Market station Cable homes S4-000sa T2-3 2h hr 29 mins 


Non-cable homes 26,900 85.9 3 hrs 41 mins 
Total TV homes 60,900 77.8 2hrs 22 mins 


From these figures we can see the Canadian stations retain their 
share of the cable homes with 84.5% and dominate the non-cable 
with 88.2%. The home station gets a very large share of total 
homes on the average day witha total reach of 78.0% and average 
viewing of nearly two and one-half hours a day. 


Bear in mind that this is in competition with 20 other television 
stations penetrating the market. | 
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CUMULATIVE REACH 


Since advertisers buy their schedules on a weekly basis we looked 
at the cumulative or weekly reach of the home station in 
comparison with the other 20 stations. 


Weekly % 
Reach Reached 
A. All TV stations Cable homes 46,100 98.1 
Non-cable homes 30,398 $6.8 
(28) Total TV homes 76,400 97.6 
B. All U.S. stations Cable homes 45,700 97.2 
Non-cable hames 6,409 20.4 
(13) Total FV homes 52,160 66.5 
C. All Canadian stations Cable hames 46,109 98.1 
Non-cabie homes 30,368 96.8 
(72) Total TV homes 76,300 97.6 
BD. All Canadian stations Cable honies 43,8600 . 93.2 
less Home Market station Non-cable homes 17,900 57.2 
( 6) Total TV homes 61,768 78.8 
E. Home Market station Cable homes 45,160 96.0 
Non-cable homes 30,300 96.8 
Total TV homes 75,480 96.3 


In terms of reach, the home station performs as well as all other 
stations combined, reaching 96% of cable homes and almost 97% 
of non-cable homes. ; 
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IMPRESSIONS 


To assess the quantity of coverage achieved by the home market 
station we translated the reach into impressions — an impression 
being one home watching one quarter-hour of programming once. 


We first looked at the distribution of impressions during the entire 
week and then at two specific time blocks — 6:00 to 8:00 p.m. 
and 8:00 to 10:00 p.m. 

%Impr. %Impr. % Impr. 


Cable Non-Cable Total TV 
Homes Homes Homes 


A. Complete Week AU U.S. stations 49.5 5.6 32.8 
All Canadian stations 50.5 94.4 67.2 
Home market station 29.1 78.8 48.0 


B. 8:00 — 16:00 p.m. All U.S. stations 48.1 6.1 32.3 
All Canadian stations §1.9 93.$ 67.7 

(Mon - Sun) Home market station 24.8 71.7 42.5 

C. 6:00 - 8:06 p.m. All U.S. stations 34.8 3.0 21.3 
All Canadian stations 65.2 $7.6 78.7 

(Mon — Fri) Home market station 39.8 84.9 58.9 


Across the span of one week, the home market station delivers 
29.1% of all impressions to cable TV homes, 78.8% to non-cable 
homes and 48% to the total TV homes in Middlesex county. 


During this period all the Canadian stations combined deliver 
fractionally over half the impressions to the cable TV homes and 
over two-thirds to the total TV homes, while completely dominat- 
ing the non-cable TV homes. 


In the 8:00 to 10:00 p.m. national programming period, the 
impressions delivered by the home market station decline among 
all home types. However the delivery of all Canadian stations in 
total remains approximately the same. 
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When. the home market station has control over its own program 
content (6:00 — 8:00 p.m.), its impression delivery rises con- 
siderably among both TV homes types and quite markedly among 
cable TV homes. As q- result, the impression delivery of all 
Canadian TV stations increases. 


Thus the home market station is far more competitive when it has 
freedom to schedule Programs to its own market. 


DAYPART REACH 


In examining the patterns of average daily, five day cumulative 
and seven day cumulative reach of the home market station by 
nine dayparts among cable, non-cable and total TV homes, distinct 
differences emerge. 


As would be anticipated, among non-cable TV homes the pattern 
follows a typical single channel market build-up, with high average 
daily reach figures building to near maximum potential. cumulative 
figures. 


Among cable TV homes the average daily reach figures are 
substantially lower. However the seven day cumulative reach 
obtained by the home market Station averages only about 25% 
lower, indicating a higher degree of dial switching to the station. 


The pattern emerging among all TV homes in the market 
approximates that of a station in a two station market circum- 
Stance. 


Among all TV homes the home market station delivers more than 


90% reach over a five day period and a minimum of 96% over 
seven days. 
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STATION LOYALTY 


In comparing the reach effectiveness among cable TV homes of 
the eight programs carried simultaneously by the home market 
station and eight other stations penetrating the market, it was 
found that 37% more reach was generated by the home market 
station, with 93% more impressions and a 40% better average 
frequency. 


While undoubtedly lead-in programs were an influencing factor, 
this large advantage does tend to indicate that the cable subscriber 
would prefer to do his viewing to the home market station when 
all other factors are equal. 


(Eight programs on Home TV station, twenty-three programs on 
eight U.S. TV stations). 


Cable Homes U.S. Stations er 
Reached | : 
Home Station | | 58% 


Home Station : 
| | 37% 
Advantage ues 


Cable Home U.S. Stations (8) | | 29,800 
Impressions ; 
Home Station | ] 57,400 


Advantage 

Average Frequency US. Stations (8) | Cape 1.5 
Home Station h | ph 
Home Station | |+40% 
Advantage 
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CONCLUSIONS 


1. The presence of. cable television in a market did not 
Significantly affect the capability of the home market 
Station to provide advertisers with total coverage of its 
market. } 

2. The study showed that those homes lost to the home 
Station as a result of cable are partially recovered by other 


Canadian stations. 


Since the trend is for advertisers to evaluate and purchase 
television on a regional basis an advertiser buying the 
home market station would often be buying those 


neighbouring stations. 


3. Due to the greater degree of channel switching among 
cable subscribers, the reach of most schedules purchased 
on the home market station among cable TV homes will 


be higher than usually anticipated. 


4. Highly significant in the results of this study is the fact 
that we were unable to find any viewing of measurable 
proportions to the locally programmed cable channel. We 
would conclude therefore that cable originated program- 
ming cannot be considered a media factor for any 


advertiser at least in the foreseeable future. 
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While there ‘will obviously be market to 
market differences, we believe that the results 
of this study have a definite application in 


Canada-wide media strategy decisions. 


Any advertiser or agency who has not seen 
the complete study can arrange for a presen ta- 
tion by contacting TvB Canada at 500 Uni- 
versity Avenue, Torcnto 2. Telephone (416) 


363-3133. 


es 


if es tow ered en Ne Na | a 


-* ' ay grelied aw . permemes tte; Satis ae 


® v : 
ety weap eitede) @ vied yvale tf 
ia stuettre Cyeterts ee log ofc 


Wes ¥, 
~~ 
“a 


= 2 = 


"linn Vest ah other oer > eeollee 
’ 


<Qratars 6 ee) Sears By ‘ha 4 
A} OCT te alae’) Hv" 


; (O1>) mor on 


TvB CANADA INC. 


Personnel: 


Chairman of the Board: R. A. McCreath 
President: R. F. Downey 
Research & Development: R. Brown 
Member & Retail Services: W. H. Metcalfe 
National Services: O. A. Kolkka 
Members: 
CJCH-TV Halifax, N.S. CKPR-TV Thunder Bay, Ont. 
CKCW-TV Moncton, N.B. CFCL-TV Timmins, Ont. 
CHSJ-TV Saint John, NB. CFTO-TV Toronto, Ont. 
CFCF-TV Montreal, Que. CHCH-TV Toronto/Hamilton, Ont. 
CFTM-TV Montreal, Que. CKLW-TV Windsor, Ont. 
CFCM-TV Quebec City, P.Q. CKNX-TV Wingham, Ont. 
CKMI-TV Quebec City, P.Q. CIAY-TV Winnipeg, Man. 
CHLT-TV Sherbrooke, P.Q. CKBI-TV Prince Albert, Sask. 
CKTM-TV Trois Rivieres, P.Q. CKCK-TV Regina, Sask. 
CKVR-TV Barrie, Ont. CFQC-TV Saskatoon, Sask. 
CKWS-TV Kingston, Ont. . CKOS-TV Yorkton, Sask. 
CKCO-TV Kitchener, Ont. CFCN-TV Calgary, Alta. 
CFPL-TV London, Ont. CFRN-TV Edmonton, Alta. 
CFCH-TV North Bay, Ont. CFCR-TV Kamloops, B.C. 
CJOH-TV Ottawa, Ont. CHBC-TV Kelowna, B.C. 
CHOV-TV Pembroke, Ont. CKPG-TV Prince George, B.C. 
CHEX-TV Peterborough, Ont. CHAN-TV Vancouver, B.C. 
CJiC-TV Sault Ste. Marie, Ont. CHEK-TV Victoria, B.C. 
KVOS-TV 


Associate Members 


All-Canada Radio & Television Ltd. 
Hardy Radio & Television Ltd. 

Paul Mulvihill & Co. Ltd. 
Radio-Television Representatives Ltd. 
Radio & Television Sales Inc. 

Stephens & Towndrow Television Sales 
Stovin-Byles Television Ltd. 


Desilu Sales (Canada) Limited 


CTV Television Network Ltd. 
BBM Bureau of Measurement 
A. C. Nielsen Company of Canada Limited 
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Vancouver/Bellingham, B.C. 
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CABLE TELEVISION: 
OPPORTUNITIES AND PROBLEMS IN 
LOCAL PROGRAM ORIGINATION 


N. E. Feldman 


A Report prepared for 
ae hon EON DATION -. 


PREFACE 


This report was written under a Ford Foundation grant to The Rand Cor- 
poration for a year-long investigative study of cable television distribution and 
its possible impact on the evolution of the television industry. 

The report is primarily intended to provide useful information to the Fed- 
eral Communications Commission in its deliberations on the role of community 
antenna television (CATV) systems. In addition, the report has been arranged 
not only to convey the experiences of others to those CATV operators faced 
with the FCC ruling that systems of a certain size must originate programming 
in 1971 but also to guide community groups who may wish to originate pro- 
gramming over a channel on their local CATV system. The subject of local 
origination is of particular importance because of its unique potential for 
improving communication within the community and thus for focusing atten- 
tion on community problems. 

This is the third in a series of Rand reports dealing with the future of 
CATV under the grant from The Ford Foundation. The two previous studies 
were The Future of Cable Television: Some Problems of Federal Regulation, 
RM-6199-FF, January 1970, and Cable Television: The Problem of Local 
Monopoly, RM-6309-FF, May 1970. me 
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SUMMARY 


Over-the-air broadcast television is limited to a few channels in each met- 
ropolitan area because of such factors as the present frequency allocation for 
television broadcasting, the competing demands for radio spectrum, the way in 
which technical standards for TV broadcasting have evolved, and the large 
consumer investment in television receivers. To carry a program of purely local 
interest with limited audience appeal requires that the broadcast station 
forego the higher profits of the mass audience programming that otherwise 
could have been presented. 

On the other hand, cable television (CATV) has enough channels to carry 
both kinds of programming simultaneously and thus has a greater potential for 
offering programming to meet local community needs. Moreover, while the 
program on a broadcasting station is necessarily transmitted over a wide area 
encompassing many hundreds of square miles, CATV signals can be directed 
to small geographical areas, which permits the program originator to pinpoint 
the particular audience he seeks. 

Recognizing this potential, the Federal Communications Commission has 
recently ruled that all cable systems having more than 3500 subscribers must 
originate programming “to a significant extent” by April 1, 1971. However, this 
ruling raises many questions concerning how extensively this potential of local 
programming can in fact be realized, either with or without federal regulation. 
Such factors as the costs of local programming, the requirements for talent and 
organization, and the appeal of such programming are of basic importance. 

The purpose of this report is to discuss these factors in detail by examining 
and evaluating past CATV experience with local origination in three quite 
different settings: (1) Canada, particularly with respect to the two CATV sys- 
tems in Montreal, which are among the largest in the world; (2) Dale City, 
Virginia (a relatively isolated suburb of Washington, D.C.), with grass-roots 
television originated by community groups over a small cable system serving 
a single tract of homes; and (3) Lakewood, Ohio (a nearby suburb of Cleveland), 
with a small CATV system originating a wide variety of material. 

Several Canadian CATV systems (as in Vancouver and Montreal) are 
much larger than those in the United States, and those in Montreal have 
extensive experience in local program origination. One cable system in Mont- 
real has accumulated about ten years of experience in programming a wide 
range of material for minority audiences scattered about the metropolitan 
areas. An impressive number of hours per week of local programming are 
produced for the Jocal community channel, perhaps because the costs appear 
to be low relative to the amounts CATV companies typically spend for advertis- 
ing, salesmen, and other promotion activities. Success in local origination is 
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due largely to the fact that the profitability of cable operations in Canadian 
cities is assured by their carrying signals highly attractive to the Canadian 
audience from U.S. broadcasting stations. Since local origination can easily be 
superimposed on a large and viable system, the benefits of origination need not 
be large in order to balance the modest costs entailed. 

The case of Dale City, Virginia, is very different. The location of this 
relatively isolated suburb of Washington, D. C., does not assure good over-the- 
air reception. A cable system serving virtually all the homes in Dale City was 
installed by the builder of the tract along with all other underground utilities, 
and homeowners were billed a nominal monthly fee for the service. When a 
channel was made available for local origination by civic organizations, Dale 
City combined its strong interest in community affairs with a small amount of 
money to provide about one year of local programming with strong community 
appeal. However, the amount of money available was simply not sufficient to 
provide the quantity or quality of equipment required for sustained operation. 
Since it refused advertising and lacked other sources of revenue, Dale City 
Television, which operated the community channel, was forced to suspend local 
programming in early 1970. 

The Lakewood, Ohio, case offers yet another contrast. This community is 
very close to Cleveland and thus to a number of local broadcasting stations. In 
order to be successful in a major metropolitan market where FCC regulation 
prohibits or discourages carrying signals from distant broadcasting stations, 
the cable system operator must depend on locally originated services on his 
cable (in addition to carrying the signals of the local broadcasting stations) to 
attract subscribers. The experiment with local origination in Lakewood was a 
failure simply because it was not possible to attract large numbers of subscri- 
bers by locally originated programming alone. The cable operator was not only 
faced with the strong competition from the well-developed, over-the-air service 
of good signal quality available in the Cleveland area, but was also hand- 
icapped by the lack of community spirit in Lakewood (unlike Dale City). Unlike 
his counterparts in both Canadian cities and Dale City, the Lakewood operator 
was not able to depend on importing distant signals to assure the profitability 
of the cable system. 

In general, origination of programming on cable does serve a useful pur- 
pose and should be promoted as a matter of regulatory policy. The major 
problems of successful origination are frequently inadequate budgets, poor and 
unsuitable equipment, and difficulties in informing subscribers in a timely 
fashion of exactly what is to be presented. New sources of revenue, including 
advertising (now permitted by the FCC), and new kinds of low-cost equipment 
currently coming onto the market may make a substantial difference with 
respect to supply. However, with respect to demand—i.e., the need for local 
programming—the situation will vary greatly from one market to another. In 
relatively isolated Dale City, the need for local service is relatively large; in the 
Cleveland suburb of Lakewood, Ohio, the need appears much less; in large 
Canadian metropolitan areas containing many minority audiences with vary- 
ing tastes, the needs and opportunities again appear substantial. Whatever 
federal, state, or local regulatory policies are adopted to promote or require 
local origination, the variability in individual needs and the opportunities 
afforded by the wide range of local settings will have to be taken into account. 
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Perhaps the most salient conclusions of the present study are that (1) the 
cost of producing local live programming is only a tiny fraction of that typically 
associated with conventional commercial broadcasts, (2) the audience appeal 
of community-oriented programming can at times be high, (3) the number of 
hours per week generated by local volunteer groups is likely to be small, 
ranging from only one or a few hours per week to (at most) enough to fill one 
full-time channel, and (4) to be economically viable, cable television systems 
must carry signals from at least local stations, and from distant broadcast 
stations in the urban areas, since there is no evidence that local program 
origination by itself will attract enough subscribers to make CATV systems 
profitable investments. 
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I INTRODUCTION 


Until now the basic service offered by cable 
levision (CATV) has consisted of bringing to the 
yme viewer signals of local and distant broadcast- 
g stations. Today more than four million subscri- 
srs in the United States pay a monthly fee (typi- 
illy $5.00) for CATV’s improved signals from the 
cal broadcasting stations, and for signals it pro- 
des from distant broadcasting stations that other- 
ise could not be received at all. In addition to carry- 
1g broadcasting signals, an increasing number of 
able operators are now originating their own pro- 
ramming, although in many cases this consists only 
f the so-called automatic services such as time, 
eather, and stock market quotations. Some cable 
perators use videotape or film equipment feeding 
irectly into the cable in order to offer nationally 
yndicated programming; other systems provide cov- 
rage of local live (or prerecorded) events either by 
he cable operator himself or by others with direct 
ccess to his cable system. 

Because of the many channels that can be made 
vailable over CATV, much interest is currently be- 
ng expressed about the possibilities for program- 
ning to meet local, specialized needs in a manner 
ntirely infeasible with conventional broadcast. 
\mong the possibilities frequently mentioned are 
nstructional television for home and classroom; 
elevising of local activities such as school board or 
ity council meetings, community drama, civic 
»vents, or local sports; and informational and educa- 
ional programming useful especially to low-income 
7rOUps. 


In this study, we shall be particularly concerned 
with locally produced programming, in contrast to 
“canned” materials brought in from the outside. 
Here we shall largely confine the term “local origi- 
nation” to programming characterized by its local- 
ism: that is, by its concern with local issues, events, 
and people. By virtue of its many channels and 
confined geographical coverage, CATV can provide 
this localism and thus has a unique potential to 
become a new community service." 

In order to assess the opportunities and the prob- 
lems of local origination, several contrasting exam- 
ples were selected for this study. Considerable detail 
is included in footnotes and appendices to give the 
reader a better understanding of the many dimen- 
sions of organization and talent requirements and 
technical considerations. Section IJ describes and 
evaluates the extensive origination activities of sev- 
eral major metropolitan Canadian systems. Section 
III discusses the contrasting experience of Dale City, 
Virginia, and Section IV examines the yet different 
case of Lakewood, Ohio. Section V concludes with 
some observations about the future prospects for 
community program origination, the implhcations 
for government regulatory policy, and some 
thoughts about special uses for CATV in urban 
ghetto areas. 


'The new services that may be provided by the gamut of new 
communications technology may lead to significant social change. 
For a broad discussion see Herbert Goldhamer, The Social Effects 
of Communication Technology, The Rand Corporation, R-486- 
RSF, May 1970. z 
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I. THE EXPERIENCE OF METROPOLITAN 
CANADIAN SYSTEMS 


Cable television is experiencing impressive 
wth in Canada. In part because of its ability to 
ng in the signals of U.S. broadcasting stations 
rticularly network affiliates just across the bor- 
), more than half the homes in Vancouver and 
-toria are wired for CATV, and heavy penetration 
taking place in Montreal, Ottawa, Quebec, 
onto, and other cities. One of the largest single 
centrations of subscribers—in excess of 100,000 
sin Montreal. (In contrast, the largest concentra- 
1 in the United States—in San Diego—encom- 
ses about 45,000 subscribers.) 
\s in the United States, the Canadian systems 
privately owned and operated. Those in met- 
olitan areas employ eight- to twelve-channel 
ipment. Typically, seven to ten channels are 
d by signals from local and distant broadcasting 
‘ions and one is devoted to local program origina- 
\. 
\ notable feature of Canadian cable systems is 
ir extensive experience in local origination. One 
em operating in a portion of Montreal has been 
inating programming for about ten years. Sub- 
bers in Montreal have available from ten to 
ty hours per week of new local programming, 
ending on their location within the city. 
. number of questions immediately arise with 
ect to this experience: What is the motivation of 
e operators to originate programming? What is 
nature of the programming and how is it con- 
led? What are the costs and the benefits? What 
e role played by Canadian regulatory policy? In 
essing these questions we shall examine in turn 
following topics: (1) the regulatory framework, 
he nature and control of programming, (8) its 
3, and (4) the audience. 


THE REGULATORY FRAMEWORK 


While the Canadian Radio Television Commis- 
sion (CRTC) does not allow the importation of U.S. 
signals by microwave link, it places no restriction on 
the size or height of antennas used for receiving dis- 
tant signals; thus large antenna arrays on towers are 
used by virtually all to import’ U.S. signals. Since 
most of the Canadian population lies in a narrow 
belt parallel to the U.S. border, some U.S. signals can 
be received with a simple indoor antenna. With 
CATY, all three U.S. networks can be received. 

Limitations on the use of distant signals in 
Canada differ from those in the United States, where 
only under special circumstances have distant sig- 
nals been permitted by the Federal Communications 
Commission within the hundred largest markets.} 
Rather, the CRTC has recently established a system 
of priorities which places Canadian network service 
ahead of local signals and a channel for local origina- 
tion ahead of non-Canadian signals. This list of pri- 
orities, given in CRTC Decision 70-93, includes the 
following:? 


(a) CBC network service. 

(o) Canadian private network service. 
(c) Canadian B contour TV stations. 

(d) A channel for community programs. 


*The nature of FCC restrictions on the use of distant signals 
is described by Leland L. Johnson, The Future of Cable Television: 
Some Problems of Federal Regulation, The Rand Corporation, 
RM-6199-FF, January 1970. 


*April 10, 1970, p. 3. This list includes only one non-Canadian 
commercial station and one noncommiercia! station. If all nine 
priorities above are satisfied, then additional non-Canadian sig- 
nals may be carried. 
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(e) The Commission may require reception from 
additional Canadian stations which have pro- 
gram schedules that differ significantly from 
those offered by stations in categories (a) to (c). 

(f) Service from one non-Canadian commercial 
station. 

(g) Service from one non-Canadian noncommer- 

_ Cial station. 
(h 


— 


carry all available Canadian FM stations in 
both official languages. 

(i) A CATV system may be required to carry, at 
the discretion of the CRTC, the signals of AM 
broadcast stations where they are needed be- 
cause of special circumstances. 


For our purposes it is notable that a channel for 
community programs (see item d above) is required 
before distant signals can be brought in. Thus, al- 
though not specifically required to originate local 
programming, the Canadian systems have little 
choice, since local origination is given higher pri- 
ority by the CRTC than non-Canadian signals, and 
the non-Canadian signals are the primary attraction 
for CATV subscribers. 

In the United States, cable systems are prohib- 
ited from carrying programs from distant stations on 
the same day that they are shown on local stations, 
in order to reduce the competitive threat to the local 
stations. It was only recently that the CRTC moved 
to similar restrictions with respect to programming 
originated by distant U.S. stations, as shown in the 
following extract: 


The non-Canadian programs broadcast by 
Canadian broadcasting stations serving the 
area shall not be duplicated on a CATV system 
simultaneously or during the week prior to and 
the week subsequent to the date of airing on the 
Canadian stations unless specifically author- 
ized by the Commission.° 


’ In general, restrictions on the use of distant sig- 
nals in the United States have been motivated by 
concern with audience fragmentation, which would 


3“Guidelines for Applicants Regarding Licences to Carry On 
CATV Undertakings,” Public Announcement, CRTC, Ottawa, 
April 10, 1970, Item Da Dad: 


If a system carries FM stations, it should | 


further impair the economic viability of the in- 
dependent TV stations, particularly the UHF sta- 
tions. In Canada, however, there were no UHF TV 
stations before 1969; thus the restrictions reflect con- 
cern about both the penetration of U.S. culture and 
the dominating influence of U.S. advertisers* in 
Canadian markets. In Canada, the problem for local 
broadcasters is not simply distant signals, but dis- 
tant foreign signals with strong audience appeal. 

Even aside from the problem of distant signals, 
the CRTC has been concerned about the competitive 
threat to local broadcasters posed by CATV. In order 
to avoid fragmenting the advertising market availa- 
ble to local broadcasters, the CRTC does not permit 
the cable operator to sell advertising on his own 
origination channel. (Some exceptions may be per- 
mitted where small advertisers lack alternative 
media in the local area.) Furthermore, the commis- 
sion looks with disfavor on any cable programming 
that is highly competitive with that of the broadcast- 
ers, as shown in the following extract: 


The Commission pointed out in its announce- 
ment of May 138, 1969, that CATV local pro- 
gramming should complement, rather than 
compete with, programming already available 
to the community. It placed particular empha- 
sis on the opportunity for CATV licensees to 
enrich community life by fostering communica- 
tion among individuals and community groups. 
In the development of programs of interest to 
communities, it is the hope that CATV pro- 
grammers will be motivated by innovation 
rather than imitation. Local programs should 
-be based on access and freedom from the re- 
straint of program schedules which are often 
less flexible in conventional broadcasting.® 


PROGRAMMING CONTENT AND 
CONTROL 


As noted earlier, several Canadian systems have 
already had extensive experience in program origi- 


4U.S. commercials are not deleted on Canadian CATV sys- 
tems. 


’“Guidelines for Applicants Regarding Licences to Carry On 
CATV Undertakings,” Public Announcement, CRTC, Ottawa, 
April 10, 1970, p. 2. 


i a ; rapid 
a eK 2 ar. Rat lhe AN 
= z 7 any ’ + . 5 
7 wien ast me eaters ee. 


dye a | je 
pres i deci Rise in phate irinc G0: Sats 
| : in ad Fest woh a a ; oF : ’ 
es oldie ed herve adh ee Aantesnen aber: tus ma’ 
wi % 2 te of make “vhastrael ~—s : ! . a 1 
shootin tar, as f i ll : Mgpes -_— inh aft E pats it gy | 
peti set mor!) whies’ nowt NE Anca mite’) ols mv hae 
Rewind nowt unl TM out . ; | Swinchlni A hae 
Sattccbarr] (eve a) inow WELTIA Bpey. 40 . ee ‘ 
whew: aii pet Hloge of KAIcsian a adt 2 Ph POOR ete ar 


vr : : 
Teen! evtie iy: ] r} " ‘ n> weriz : ses ry ‘ ; es rc iv 


¥ ri 1 
Pegs a7 Sao) fon, Tero eA 
iv “2 igeny, fears — ' ; Baty, 7 iL, Levees ryt atti or : ‘ ‘ ie ; | 
ed ~ ‘ . 7 Pi . 
Aroma ( bate Io ‘hi an gahoaley ipa Ue : j ' . | 4 > ee 
j : q an 
bun Chee Oh WVaral > qoheal viene "ee ; rape) | eo? : Stil fymgstiy 4 ayer 
MGA S verth tober erttingy ai abteds oatistitie ot hismps:- ys ay sch 
papa ? Ri POST) j ‘ é 2 ? i ’ 5 : : ‘ i Seria! ot r 
iar” | | Pipi | sigh 
» Aba 7 
~ i ? roo if ! ee i aA iiten 
} 


~*~, 

t 

- 

= 

- 
4 

al 

=: _ 
ee 
a 
ke 


} ers t J 2 

: t * ~ i 

it «tidal ‘geht op . rat “— > ‘ ae) A 
P p t } ié ( Vy bs cw . a 7 bs bi 

panera —_ wall adi iT i vs ii sis i + +) He et i 
‘g 4 ; j 7 oa 


a Sirs RA EMRE sacle Baad: 7 UO RD Ssabey ist aeiod Sy 3.01 oe! 
adr. Yor cay ren orm > hang vpn . hdl aw VOR: Fs ee ern) m) ie ATEN ue hist 55 rayeeiE o 
ety Pet y tres ont ‘ r af Ll wall “is Oey) MULLIN aid { {oyu ariol isi m ‘Tact ; ay eh) a 
» ay . : a : Py oe . 4 Pale ter 
. bron a Dh & $i earls a“ ney si vic" PRG ANTE Ries Op SES 646. toledo d ¥ { sak: | a 
‘si issn pedir? 


an yeR | tow.t Mocnetiog anol! sabes ‘ins Sabre 
i 


i 7 Eni iy has aentk vo baned ad er hey 
Ww ciliate: on gry i Jains A nay BETTS, MRI ren ae 


is tani innit ai stdrreh cavl Of Dies LeGiials ‘suisea yw Panties ye He 


at 
7 j Ti . ae 7 ) Ry pp derny se a ei) Epi) ‘hi Wie hove oF, 


% 
nf oe 
” 


. eR? TLE ASE SET "O TESIR AS aKa 
> evel AIEAS: MO aS Dee bie yotnd quis ol pase! valine 
= | bea MET / oD Tsae (eer Lae Pay 7 ale, HA sits ce 


a Inet te. saneitt 29 20 » hades 
ad ‘hehevitent need snc . 

: * sn saci Montara att gory 
ch 


ion. Since many of their programs run for only a 
rter to a half hour, the total number of programs 
i week varies from about twenty to sixty. Typi- 
y five to ten persons appear on each program; 
Ss in a single week as many as a hundred to five 
.dred persons appear in some way on the local- 
ination channel of each system. The following is 
st of the strikingly wide variety of programming 
red on one or more of the three largest cable 
ems in Canada; it may serve as a guide to other 
le systems now facing the prospect of producing 
l-origination programming. 


Professional sports such .as hockey, boxing, 

and football blacked out locally. (A major 

league baseball team volunteered for a series of 

programs in which players interviewed one an- 

other and ballpark personnel.) Pee-wee and 

semiprofessional games have also been pre- 

sented, as well as college games blacked out 

locally. | 

Activities of service organizations (e.g., Ki- 

wanis, Red Feather, and Rotary Clubs). 

Kindergarten shows arranged to entertain and 

educate preschool children. 

Women’s programs: fashion shows, modeling 

tips, beauty hints, etc. (Contributing merchants 

are mentioned in credits.) 

General homemaking advice for women. 

Knitting and weaving instruction. 

Home furnishing and interior decorating for 

the low-budget housewife. 

Swap-shop programs (individuals call the sta- 

tion with items for sale, and viewers call the 

sellers directly). 

Calisthenics and physical culture (largely for 

women). 

Home first aid taught by an organization simi- 

lar to the American Red Cross. (There are also 

other medical programs: For example, a pro- 

gram on cancer brought together various re- 

searchers to discuss the need for early diagno- 

sis, improvements in the percentage cured, and 
ew types of treatment.) 

Career guidance for women, including job and 

schooling opportunities. 

Animal care, given by a veterinarian. 

Gardening. 

University programs, focusing on special cam- 


66686 


c) 


pus problems, discoveries, or research, pre- 
sented by students, faculty, and administra- 
tion. Includes general university information; 
drama and poetry readings; panel shows; dis- 
cussion of issues such as academic freedom and 
community relations. (Where there is a closed- 
circuit television distribution system on cam- 
pus, the programs have been shown during the 
day for the students and again in the evening 
for the general public.) 

Discussion of books with popular authors. 
Information on local recreational opportuni- 
ties—movies, theaters, places to visit, etc. 
Concerts and variety shows (amateur, semi- 
professional, and professional). 

Popular music programs. 

Language lessons. 

Public speaking. 

Travelogue series. (There has also been a se- 
ries of programs on separate countries, pre- 
sented by a commercial counselor or delegate of 
the country.) 

Tax-return advice (often in phone-in question- 
and-answer format). 

Continuing education and trade counseling for 
teen-age dropouts and adults. 

Talks by police on highway driving safety, 
regulations, and automobile maintenance ad- 
vice. (On one program, a document expert dis- 
cussed how to recognize counterfeit $10 and 
$20 bills.) 

Discussions of drug use and abuse. 
Interviews with members of Alcoholics Anony- 
mous, Smokers Anonymous, Weight Watchers, 
Gamblers Anonymous, and ex-prisoners. 
Automobile maintenance information. 
Information on the use and care of snowmo- 
biles. 

Photography and cinematography instruction. 
Instruction in buying and caring for guns. 
Coverage of the industrial and _ business 
growth of the community, with an analysis of 
ensuing sociological changes. 

Programs sponsored by religious groups. 
Talks by members of the fire department on 
fire prevention and safety. 

A weekly half: or one-hour videotaped guided 
tour of the local art gallery (mobile equipment 
with a zoom lens, lights, camera, and videotape 
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recorder is used to show both broad views and | 


3 important details). 

e Foreign-language news programs for minority 
groups. 

e Foreign-language programs providing assist- 
ance to immigrants (frequently including inter- 
views with successful immigrants). 


A series runs for several months at about one- 
half to one hour per week. Some series have been 
produced once, while others have been running con- 
tinuously for many years. Except for the university 
programs® produced by students, all programming 1s 
produced by the CATV system staff and presented 
without rehearsals. New performers on a series, 
however, are auditioned and approved. 

It is notable that the demand to put on new series 
of shows far exceeds the time which the cable opera- 
tors wish to make available. One system surveyed 
has a backlog of ten to fifteen requests, some of 
which include detailed proposals. These requests are 
for more than mere channel time, since each would 
necessitate joint planning and the utilization of the 
cable system’s staff and production facilities for 
origination. 

In view of the numerous requests for access to the 
cable, questions arise as to who decides which re- 
quests are to be accepted and which are to be rejected 
and as to the grounds underlying the selection proc- 
ess. With respect to the first, it appears that the cable 
operator himself is the regulator; he sees it as his 
responsibility to protect his subscribers from duphi- 
cate material (or even the merely dull) on his local 
origination channel]. Such control is viewed by the 
operator as necessary and neither arbitrary nor ca- 
pricious. 

With respect to the second question, the grounds 
for selection are various: There is reluctance to com- 
pete directly with the broadcasters (in accordance 


_®All of these programs relate to general public relations 
rather than to formal instruction. They are not even part of 
planned efforts at continuing education. Although a major univer- 
sity can be a rich source of programming material for local origi- 
nation, no systematic use of this source has been undertaken by 
any Canadian cable system, nor are there any CRTC regulations 
specifically encouraging—much less requiring—the exploitation 
of this material. For a brief treatment of the potential role of cable 
TV for both formal and informal instruction, including continu- 
ing education, see N. E. Feldman, “A Scenario for the Future of 
Cable Television Distribution,” 1970 JEEE In ternational Conven- 


tion Digest, pp. 76-77. 


with CRTC policy mentioned earlier) and yet there 
is a desire for material sufficiently appealing to at- 
tract new subscribers, or at least to generate good 
will and enhance public relations. 

As one example, the fear of appearing to compete 
with the broadcasters led one of the systems sur- 
veyed here to present news programs in foreign lan- 
guages only. Local variety acts and independent 
news programming in the local vernacular have 
been turned down on grounds that they duplicate 
current broadcast fare, which apparently applies 
even to the presentation of news at the time of day 
when there is no other news available on television. 

In general, the CATV systems avoid politics and 
issues of a highly controversial nature.’ Near elec- 
tion time, however, equal time (of equal value) is 
given to all parties. In theory, more issues of strong 
community interest would be covered if the CATV 
operators believed they could locate equally strong 
representatives of the opposing points of view. In 
practice, they fear the charges of bias that might be 
leveled against them if one of the proponents had a 
more dominant or more pleasing personality than 
the other. In the operator’s mind, such accusations 
would defeat the purpose of local programming, Le., 
adding new subscribers or promoting better public 
relations. 

In addition, problems have arisen with respect to 
offering sports and selling local advertising in com- 
petition with local broadcasters. Before the CRTC 
forbade the selling of advertising by cable systems in 
May 1969, one system in the survey experimented 
with local advertising presented between the breaks 
of sports events blacked out locally. Local sports 
(hockey, boxing, and football) blacked out for over- 
the-air broadcasting were made available for ca- 
blecasting because the sports promoters felt this 
would not threaten their gate receipts (at the time 
these arrangements were concluded, the cable sys- 
tem had few subscribers). In addition, the offering 
was made less attractive to fans because the ca- 
blecasting of the early part of the games-was not 
permitted. 

At first, advertising largely recouped the costs, 
and the sports programming both helped to main- 
tain subscriber interest and brought in many new 


7Rare exceptions are programs covering such subjects as birth 
control and tax reform proposals. 
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subscribers. On the basis of new-subscriber cost,® 
enough new subscribers were added initially to jus- 
tify the cost of the sports program solely on this 
basis, since the cost for a season’s games was approx- 
imately $1 per subscriber per sport.® 

Several factors altered the situation. Sale of ad- 
vertising tended to be reduced or discontinued long 
before the CRTC ban in 1969; some system owners 
became concerned about their competition with TV 
broadcasters arousing the ire of the Canadian gov- 
ernment and voluntarily chose to eliminate adver- 
tising. The Canadian Cable Television Association 
(CCTA) and its predecessor, the National Com- 
munity Antenna Television Association (NCATA), 
are reported to have held that cable systems were 
merely giant master antenna systems, and they 
tried to discourage their members both from origina- 
tion and from the sale of advertising. (The CCTA 
apparently has recently changed its position.) 

Each year some sports clubs raised the price of 
their contracts with the cable systems. When the 
weather was just slightly bad, gate receipts for the 
outdoor sports fell appreciably. The promoters, as- 
suming that cable distribution was diminishing the 
gate receipts, sought compensation through higher 
contract prices. As a result of factors such as unfa- 
vorable government policy, CATV association atti- 
tudes, and higher costs for a season’s sports pro- 
grams (without the offsetting revenue of local adver- 
tising), the presentation of blacked-out local sports 
was discontinued. Some subscribers complained 
regularly throughout the next season, but they 
amounted to only a few percent of the total. No more 
than a negligible number of subscriptions were can- 
celed as a direct consequence of eliminating this pro- 
gramming.'° 


8The prorated cost of all advertising and sales force expendi- 
tures per additional subscriber lies between $10 and $20. 


*"Because of the proprietary nature of some of the material 
dealing with the Canadian systems, the specific cable systems are 
not identified. 


104 major handicap in presenting blacked-out local sports is 
the lack of proper mobile equipment. Since some of the universi- 
ties did not charge CATV operators for their blacked-out local 
games (there is no charge for pee-wee and semiprofessional 
games), the only problems were the cost and inconvenience of 
moving and operating the studio equipment. In addition, real- 
time distribution required a microwave link to the head end. 
Canadian estimates for a good, fully equipped, black-and-white 
mobile van are about $50,000 to $100,000. The largest systems 
have tended to concentrate on studio equipment and to neglect 
mobile equipment; no system surveyed was adequately provided 
with both kinds of equipment. 


CLOSED-CIRCUIT FM RADIO 


One of the most important innovations in 
Canadian cable systems is the carriage of closed-cir- 
cuit FM radio signals. In addition to the FM radio 
stations provided on the cable as a subscriber serv- 
ice, one CATV system provides three additional FM 
stations. Two of the three have no broadcast license, 
and all three have no broadcast transmitter; they 
are available only on the cable. Each of these closed- 
circuit FM radio stations caters to a single racial, 
religious, or cultural minority group. The total num- 
ber of households within the urban area identified 
with the group may be as large as 50,000 or as small 
as 5000. Some fraction of these are potential subscri- 
bers to the CAT'V system. These stations transmit on 
regular but differing schedules; some operate for 
only four hours per day, others as much as eight to 
twelve hours per day. 

The cable system surveyed makes no charge for 
this service, since (according to CRTC regulations) 
cable operators are allowed to accept fees only from 
subscribers. The closed-circuit FM radio operator is 
unregulated. He sells advertising to his minority 
group shopkeepers.and pockets the proceeds (he is 
not permitted to share these revenues with the 
CATYV operator). His total equipment need consist 
only ofa record player and a stack of suitable records 
(donated by a local record shop), a microphone, and 
a telephone line to the head end of the cable system. 
His office need not be much larger than the record 
player. It is illegal for the closed-circuit FM radio 
station operator to pay the CATV system operator; 
he can only remind his listeners that they hear him 
by virtue of their subscription to cable TV and the 
munificence of the system operator. In addition to 
having rendered a public service, the CATV operator 
is rewarded by increased penetration in minority 
areas. These stations cover births, weddings, and 
deaths, the visits of notables to the minority com- 
munity, charity drive appeals for funds, and all 
other minority community activities. It can truly be 
said that they provide local news coverage. In gen- 
eral, the closed-circuit FM radio stations appear to 
be providing an important service—one which 
should be extended. It is difficult to conceive of a 
lower-cost operation. Its expansion would seem to be 
solely limited by the fact that a typical FM home 
radio has sufficient selectivity only to accommodate 
about fifty such FM stations. Thus a cable TV system 


' rw | i. WS 7 pe bd ofa 
They oe geen Babb end 0 

eet alae ee! ‘Su aay 28 Balto a 

ms reel or rade pd ‘wenn 4G stg? mens. a apd a bits 


" w" at gags sa lees UES aire * 1G. ji es shes vit 
Tenth ne whdep ont Lo bat Paw + eooibbita fel ts Shett. reiicnas of were cee Mb 
ae pane ry @ by VEAD oo AK crt! bie ito bie) anise Ou Ai ay Law Hes 


oo ard ital ty owl oe iets Bonw a 
papules ro ofr aya rT eek Hes hae VT rlpine pity? *) ty ; sy! ae ist Aly 


Fo eld wliach eat ca af duvaleti tf @ O18 vols, athe 209 east a . ‘ Shi baci 
aa nein deiels vihas 10° ete rah carnage) virinim ; let 
mid) ‘/ } i ith AOI £419" works Mia ¥' ne 

gine nlh 2 mi ) Varad apa. 16 “ie we} ufis) OA ‘sol hs 

hh eR Ald al wi Hiory sin Aes ve: ali 

1 VL } i) ; j v hy 


¢ . 
| it . "es r ' 
wat an Al) ) ‘ 0) ) € i +f DAY 
\? ol Mo 4 je) ‘ ee 
4 
iy Ural we ’ uo ¢ t6 ’ ; at oh = 
wr ' Prat Pies } iby o f ‘ = z eve 
=a) i u : pa p , “pe é 
pert? x lee eae URAL igyath ie) a ‘ LB i 
aq F ‘ . ; r LT a _, 
‘pi Sq fore Sarid. F lhs ou) i) = Vegi ou ow eK 2 THO 
a3 id j i ‘ 4 RN 7 ‘a » 
ney We 1 wee He 6" oa) Fa ee) eeeee Lee | saa’! eft ; 7 eee Pi 
idtuéé4ekay ad Tr at | “ony vid we Soo 
ai 
> i J ba 
pile ’ i : : ’ ‘ } Ht pe f ¥* ’ , ’ iff | 2h 
. e Ly 
f ni ) { nil ; } un ! U j 5/3 Veen &, sf 


fp alanrphar eae Ry Lod le tee Niadede watiokcdent nodinnth 


a @ y helps out tee ly we A uttd 4 Moe (i M fhdige Inet dinwh vi . , a we 
ew “nn hl wi) " } e 1q my rat hey Le) SVT Ie (ttl oe aie joven 
gen 4%. hos etree oh ty iNT meus VATE Muxd jppind. Mepis Oth dy! 1x Diep int? 
piiaamye pattwan VT AL Vey Peqe TOD ye cotpal Avy kt he deyiac ast s lished bad Bi 
gid dos’ vod) ta ering | Ne tee liga sa ea GAY wctnie ig nl rag ede 451 Ap 
dle ervwal VT mated’, aap Ome ae Ma (estar , Ot: <puay GATD en Pav itty Hiv ah 94 9: ore Ail | 
‘~ fited Sia col Song iL re dal bi ry thepil igus ith i 
doreyeV 0 beaks etd i je) ahha asl var a @ 


» 
‘© Awe py 
aT an aileee fw ee nat MEH, 
: ‘ ‘ / | - ifveg +4 ay ly | loin? vil, We vin Ni sonia (te Sued i 
Re SAO, OP ene en Te in ; pal i ey val rhe es bern wre 
es bow ating? 46) flew ya ent oo eaaailn cticaar ns 


; cel ia : a 
clvgt cog4? given tears eve NS + lee sat d sprivien mith 4 
jie p> % 
i ow iferes) a Vii 
ar sail gy 


; Lamon 4 dbileapund: ‘is be Te ANE es @1 ef 


, 


if j 4 aes yu weer ma! asl ot ’ nig! 
eos) e mecha go 1S) ie 
ali ; RE i, has am Why) ae vay 
tata lity al ae 5 : =( ea i 
Pree ngage | | 
» At ae 


could only provide fifty channels per cable in the 
standard 88- to 108-MHz FM broadcast band. 


THE MECHANICS OF LOCAL 
ORIGINATION 


Use of videotaping and delayed playback varies | 


considerably among cable systems. One system in 
Montreal presents nearly all programming live; al- 
most nothing is taped, and therefore little is re- 
peated. The other system in Montreal tapes almost 
everything and presents few real-time live perfor- 
mances—even though the tapes are not edited. The 
choice tends to be more a function of scheduling con- 
venience than of cost, since the tapes are not edited 
and not saved.'! Since each tape may be reused for 
recording new programs at least fifty times, the 
videotape adds little to overall casts. 

Programs are shot in each system’s studio (only 
one of the Canadian systems surveyed here has more 
than one studio). Although discussions are held 
before going on camera, there are no formal rehear- 
sals. Live programs are either 25 or 55 minutes long, 
which allows 5 minutes for changing over for the 
next. show. Preparation for the next show takes place 
on one side of the studio while a show is in progress 
on the other side. The 5-minute intermission be- 
tween programs is particularly necessary for moving 
the large cameras across the studio and maneuver- 
ing them into position. During this time, either the 
weather board or a card giving details on the next 
show is scanned to the accompaniment of an FM 
music background. 

The cameramen can operate all studio and con- 
trol room equipment, including the control room 
console. In systems with much live origination, they 
cycle between the different cameras and the control 
room every hour. It is claimed that they develop 
better camera technique by alternating and by 
spending time watching the monitors, operating the 
control console, handling the switching between 
cameras, and directing the cameramen over the in- 
tercommunication system. 

Cable systems have worked with university stu- 
dent groups in producing programs. In one case, the 
students were trained to handle all the equipment 


11They are replayed a few times at most over an interval of a 
few weeks. 


and to do all of the work themselves. Since the stu- 
dents are trained during evenings or on weekends, 
and since a new group must be trained each year, the 
direct labor costs are considered high by the CATV 
system operator. 

The permanent staff assigned to origination is 
small. The largest staff consists of'a technical or stu- 
dio director who also functions as a production 
manager or producer, two full-time cameramen, a 
chief technician responsible for video and audio 
quality and the control room, and one helper. Cam- 
eramen and helpers are frequently CATV service 
men who happen to be available, particularly for live 
origination outside the regular forty-hour week. 
Full-time cameramen are occasionally graduates of 
a two-year training course in broadcast technology, 
but more often they are recent high school graduates 
who are trained on the job. With a single staff, 
cumulative time directed to origination is limited to 
less than forty hours per week. It would require al- 
most three full staffs to originate from 8 a.m. to mid- 
night seven days a week. Even the largest Canadian 
cable systems do not fill their origination channels 
for as much as forty hours per week. 


COSTS 


Generally, the Canadian CATV systems sur- 
veyed here do not pay talent fees; although some do 
not even pay incidental expenses, others pay from $5 
to $10. Those who appear on the programs are moti- 
vated by the desire for experience and exposure. All 
in all, the per-hour labor costs (including camera- 
men, technicians, directors, and whatever small inci- 
dental reimbursements are involved) run from about 
$15 to more than $100 per hour. Among the systems 
surveyed here, direct expenditures for all origina- 
tion varies from $40,000 to $60,000 per year exclud- 
ing capital investment. The yearly average costs for 
local live origination (whether or not videotaped for 
delayed playback) vary between $25 and $50 per 
hour for the systems surveyed. Thus the budget for 
ten hours of live origination per week lies between 
$13,000 and $26,000 per year for the direct costs. 

In addition to these direct labor costs, there is 
advertising and overhead. (For such items, only the 
additional expenditure required for local origina- 
tion is of concern here.) The total investment in stu- 
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- facilities—electronic and lighting equipment and 
» ‘s and their furnishings—amounts to about $100,- 


000 in each of the cases studied.'* The studios are 
equipped for black and white only. Besides the stu- 
dio-quality film chains, the equipment includes slide 
projectors, an optical multiplexer (a device which 
uses mirrors to focus three different projectors or 
program sources onto one camera), one or more im- 
age orthicon or vidicon cameras, dollies for the cam- 
eras, and multiple TV monitors in the studio and in 
the control room. All the equipment can be remotely 
controlled. The lighting systems and studio sets are 
homemade. (Due to Canadian import duties, the 
same equipment would probably have cost 40 per- 
cent less in the United States.) 

Taking all these elements together and amortiz- 
ing the capital investment over ten years, the total 
cost of ten hours of programming per week is es- 
timated at no more than $25,000 to $52,000 per year 
(or twice the direct labor cost). This figure is small 
with respect to both conventional broadcast costs 
and the costs incurred by cable systems for sales- 
men, advertising, and other promotion. Of the sys- 
tems surveyed, total yearly expenditures for the 


" jales operation range from $100,000 to $600,000, 


“many times as much as is spent on origination. The 


‘ 
\ 


minimum costs for local origination on noncommer- 
cial TV broadcast stations in the United States are 
about $3000 for one hour.'* Our estimate suggests 
that Canadian cable operators can generate ten to 
thirty hours per week of new local live programming 
at an hourly cost of no more than 2 to 4 percent of 
this figure. To be sure, the final product is not the 
same, but the ratio is impressive nonetheless. 


2This estimate covers the cumulative capital expenditure 
over a period of ten years for two of the three systems surveyed 
here, but for the third system it is the current expenditure to 
equip a new facility. 


13 Public Television, A Program for Action, The Report of the 
Carnegie Commission on Educational Television, Bantam Books, 
Inc., New York, January 1967, Table 22, p. 191. 

A brief reference to even lower-cost programming appears on 
p. 24 of the Carnegie report, but no further mention is made of this 
type of programming: “Finally, the local stations produce pro- 
grams for purely local use. These are usually produced at ex- 
tremely low cost, using station equipment and station staff and 
with limitations of a few tens of dollars in out-of-pocket cost for 
‘ach hour of programming.” Neither the extent of such produc- 
tion nor its potential was examined in the report. 


AUDIENCE 


None of the systems examined here has carried 
out a survey of subscribers to determine how many 
watch the local-origination channel, since none of 
them consider it worth the cost.'* Their estimates 
are that about 20 percent of all subscribers watch 
the channel at some time, and that, among immi- 
grants, 40 to 70 percent watch the news programs in 
their mother tongue or listen to the closed-circuit 
FM radio stations in their native language (no simi- 
lar programs are made available by broadcast TV or 
FM radio stations). No system has a measure of how 
many subscribers check the weather board before 
turning the T'V set off at night. Weather news and 
information on the origination channel’s schedule 
are frequently the only TV programming available 
on any channel during the early morning hours. 
Televised disc jockey shows typically handle more 
than a hundred calls per hour for a one-hour show; 
this is about the only direct measure of audience. 


CONCLUDING REMARKS 


From the foregoing discussion, several points 
emerge to help answer the questions posed at the 
opening of this section dealing with the Canadian 


experience: 


1. The cable operator’s primary motivation for 
local origination appears to be the desire to build 
good community relations and to offer an additional 
service that may attract subscribers. With the pri- 
ority recently established by the CRTC for a “com- 
munity channel,” additional cable systems would be- 
gin to originate simply as a necessary means to 
maintain the right to carry a number of signals from 
non-Canadian broadcasting stations. However, in 
the CRTC’s system of priorities neither the quality 
nor the quantity of local origination is specified; 


'4QOne might speculate that the CATV operators do not make 
audience surveys for fear that knowledge of the disparity between 
their origination-channel audience and that of'a local broadcaster 
would discourage volunteer performers. However, this is probably 
not a factor. Even if the audience on the local-origination channel 
of the systems surveyed here were only 1 to 3 percent of subscri- 
bers, the number of households would range from 400 to 4500— 
adequate to fill a good-sized auditorium and therefore probably 
adequate to attract performers. 
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therefore, the CATV operator has a wide range of 
options open to him. 

2. The benefits to the viewer of the programming 
described above cannot be satisfactorily quantified. 
Certainly it is minority audience programming, ap- 
pealing to a narrower set of tastes than is customary. 
In this respect, the desire of cable operators to avoid 
programming similar to that on broadcast TV for 
fear of competition seems unfortunate. For example, 
by avoiding the presentation of local news and issues 
in the vernacular, Canadian CATV systems devital- 
ize the content of their local-origination material 
and nullify the social and political value of the local 
programming. To be sure, it is important that cable 
offer material of a sort quite different from that of 
broadcast stations. The CRTC statement mentioned 
earlier, directing that cable programming be moti- 
vated “by innovation rather than imitation,” seems 
in some respects well taken. At the same time, this 
policy provides a loophole that cable operators may 
employ to avoid controversial but socially significant 
programming that might be construed as competi- 
tive with conventional broadcast fare. In this re- 
spect, it is notable that cable operators have done 
little, in terms of publicity or other promotional 
efforts, to draw attention to their local origination; 
such behavior suggests the desire to avoid annoying 
the CRTC by successfully fragmenting the audience 
or the hope of placating the broadcasters by mini- 
mizing competition. It suggests that even in the ab- 
sence of regulatory prohibitions,'® an unfavorable 
attitude by a regulatory body can produce inhibitory 
effects on CATV operators. 

3. The costs of the local-origination program- 
ming are low in comparison with such costs in either 
commercial or noncommercial broadcasting in the 
United States. Nevertheless, further cost reduction 
may be possible. Even those systems originating up 
to thirty hours per week of new local material do not 
exploit it adequately. If this programming were re- 


1°The availability of local-origination programming needs to 
be emphasized to all cable system subscribers, since some subscri- 
bers do not know or have forgotten that it exists. Special programs 
(e.g., all one-shot programs) need special promotion to attract an 
audience. To gain a regular following, programs should be pre- 
sented at regularly scheduled times on a seasonal basis. 


peated several times per week on a regular schedule, 
e.g., by using videotape, it should be possible to reach 
a larger audience at low cost. If cycled through other 
CATV systems, the best of this programming should 
draw a significant audience. No mechanism for dis- 
tributing this material exists at present. Personnel 
costs are the largest single deterrent to extensive 
repetition of local-origination programming. If relia- 
ble, automatic, long-playing video equipment of high 
signal quality were available for less than $5000 per 
channel, it would facilitate replaying of local pro- 
gramming. Having the capability for unattended op- 
eration for up to three or four hours would be very 
useful. Operating in the other direction, however, is 
the growing public preference for color television. 
An additional capital investment of about $100,000 
may be required to set up a good color studio. Even 
the largest of Canadian systems have chosen not to 
do so. As the percentage of households in Canada 
with color television sets increases, the appeal of the 
black-and-white local origination may sag apprecia- 
bly. The “amateur” type of black-and-white local 
programming of even the large CATV systems is not 
likely to compete effectively for audiences against 
six to eleven commercial color channels. It thus 
would not be likely to compete effectively for the 
local advertiser’s dollar, even if there were no CRTC 
ban on CATV advertising. In other words, a change 
to color equipment may raise costs more than reve- 
nues. 

4. Finally, the large backlog of proposals for new 
series that the CATV systems have in their files indi- 
cates that not everyone who wants to be seen and to 
communicate can do so. This suggests that some 
form of responsible leased-channel’® or common-car- 
rier operation is necessary, requiring the operator to 
make channels available for a fee. At present the 
cable operator himself is the sole regulator, deciding 
what is and is not to be programmed. His concern 
with not appearing to compete directly with broad- 
casters, and his desire to avoid controversial 
material that might antagonize some of his subscri- 
bers, suggest that his choices may not always be in 
the public interest. 


18This alternative, under which more groups would have ac- 
cess to cable channels, is discussed briefly in Section V. 
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DALE CITY, VIRGINIA: AN EXAMPLE OF 


COMMUNITY PARTICIPATION 


Dale City is a relatively new 3500-home tract in 
Woodbridge, northern Virginia, about 25 miles 
south of Washington, D.C. It is an unincorporated 
community, several miles from any other residential 
area. The single coaxial cable for the CATV system 
was installed underground with other utilities at the 
time the subdivision was built. The system is owned 
by the builder of the tract and maintained by Anten- 
nas, Inc., of Arlington, Virginia. Ninety-eight per- 
cent of the community’s 13,000 to 14,000 residents 
receive their television via this cable. The monthly 
; charge for the service has been $1.50 per household, 
yout it will be increased to $3.00 on September 1, 
~ 1970. 

The system, known as Cable TV, Inc., began oper- 
ation February 1, 1966." Its nominal capacity is 
twelve channels. Reception of over-the-air television 
signals is very poor in Dale City: Washington, Bal- 
timore, and Richmond signals are all weak. The ca- 
ble carries eleven signals, ten of which are picked up 
off the air. The cable supplies six Washington, D.C. 
stations (three network affiliates, one ETYV, and two 
independents), three Baltimore stations (all network 
affiliates), a Richmond station (a network affiliate), 
and Dale City Television (DCTV)—a nonprofit com- 
munity-operated closed-circuit channel which pro- 
duces solely noncommercial local-origination pro- 
grams. 

The local-origination channel is of particular in- 
terest because it was made available for community 
programming on a full-time basis to the Junior 
Chamber of Commerce from December 1968 to early 
1970. It thus appears to be the first community- 
operated closed-circuit television channel in the 


cea ee 
: iSee Television Factbook (Services Volume), Television Di- 
gest, Inc., Washington, D.C., 1968-69 edition, pp. 530-532. 
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United States. Since the Jaycees accepted financial 
responsibility for the channel on behalf of the com- 
munity, no advertising is carried. 


COMMUNITY ORGANIZATION AND 
FINANCING 


An advisory board of the Dale City Civic Associa- 
tion, composed of one representative from each of 13 
community organizations (e.g., the Jaycees, the Boy 
Scouts, the Girl Scouts, Little League baseball, the 
bridge club, all PTAs, all three churches, and the 
volunteer fire department), provides community 
control over programming. The board was to estab- 
lish working policy for the system and to judge pro- 
gramming ideas for their value to the community. 
To nurture community pride and involvement in 
community affairs, DCTVY has produced programs 
describing the plans, problems, and accomplish- 
ments of a variety of community organizations and 
has attempted to involve large numbers of residents 
in DCTY programs.? In fact, the operation has tested 
the feasibility of using nonprofessional, all-volun- 
teer personnel both for manning the equipment and 
for performing in the programs. No one receives 
remuneration. 


*Marilyn Finley, “Dale City TV, A Unique Experiment in 
Communication,” Prince William, The Magazine of Northern Vir- 
ginia, Vol. 1, No. 9, May 1969, pp. 9-11. 

Patrick S. Portway, a former civic association president, ini- 
tially presented to the Dale City Civic Association the idea for a 
closed-circuit channel as a means of improving community com- 
munications. David J. Touch, the Coordinator of Medical Audio- 
Visual Services for the Rehabilitation Research Center of George 
Washington University in Washington, D.C., who has had years 
of previous television broadcasting experience, has been the ° 
volunteer Program Director of DCTV. 
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The civic association approached a. number of in- 
dustries and foundations for a grant to back the ex- 
periment in community origination, but it was un- 
successful for a time in obtaining support. A $4700 
grant from Giant Food Stores was used to purchase 
the original equipment.* It has frequently been 
necessary to borrow videotape recorders. Merchants 
in the Dale City area’ have loaned special effects 
equipment and set props. During the following year, 
an additional $1700 was spent on equipment and 
rent. 

Although there was no rental charge for use of 
the Dale City fire house as a studio, there was a 
charge for using the school auditorium for this pur- 
pose. Because state law requires that a responsible 
individual (i.e., an employee) be present, the school 
janitor had to be-in attendance at all times. The 
rental charge was $15 per night plus $2.50 per hour 
for the janitor. 

About half a dozen one-hour shows took about 
seven hours to tape at about $32.50 each for rent. 
The first-anniversary show cost $57. Including tap- 
ing and cleanup, the time for a one-hour show has 
been reduced to four hours or even less. Thus the 
programming cost for a one-hour show is now down 
to about $25, including the graphics (e.g., superim- 
posed titles). 

In January the Institute for Politics and Plan- 
ning gave DCTV a grant to purchase two tapes per 
month so that some shows could be saved. During the 
year approximately $100 was spent on graphic 
materials (which were reused). Although sets were 
usually donated, certain background materials were 
necessary. Equipment (totaling perhaps a few hun- 
dred dollars) that became necessary as the system 
grew was purchased by the Jaycees until the TV 
system had its own fund-raising show* and could buy 
its own necessities. Insurance for DCTV was main- 
tained by the Jaycees at a cost of $125 per year. 


3The first order in December of 1968 was for two cameras at 
$995 each, two complete tripods, three monitors, two micro- 
phones, one videotape recorder at $1895, one control panel—a 
special-effects switcher-fader for $425, and one synchronizing gen- 
erator for $325. The total bill was $4400. With additional lavaliere 
microphones, two booms, a small mixer unit, etc., purchases to- 
taled 34700. The estimated retail value of the equipment was 
about $5400. In addition, DCTV has had on loan two zoom lenses 
and lighting equipment worth about $1000. 


4Of the $1700 raised by the show, 80 percent was retained for 
the use of DCTV. 
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OPERATING PROCEDURES 


Appendix A lists the basic operating procedures 
of the Dale City system. A survey of the community 


indicated that many ofits artists and engineers were 


interested in participating. The directors for news 
and public affairs, women’s programming, sports, 
graphics, and public relations were selected from 
individuals with experience in that specific area. 
None had had experience in television. The pro- 
gramming staff met weekly for brainstorming ses- 
sions and general coordination. Housewives were 
trained to operate the video cameras and videotape 
recorders (one of the five operating crews was all 
female). All sessions held in the multipurpose room 
of the local elementary school have been videotaped. 
Private homes have also been used. Shows are taped 
as much as thirty days in advance. About sixty-seven 
full-time volunteers were trained as DCTV staff. 
There was no paid staff. The volunteers include di- 
rectors, writers, set designers, and researchers. A 
working crew for a full production consists of a direc- 
tor, a producer, a script writer, two or three camera- 
men, one boom operator, one audio engineer, one 
video engineer plus one engineering troubleshooter, 
a floor manager, one or two graphic artists, a scene 
designer, and several grips to erect or move the sets 
and props. 

For most shows, basic sets have been made from 
easily obtainable materials. Because of the long time 
required to set up the equipment before taping and 
the long time required to tear it down and store it 
afterwards, most shows were unrehearsed. Tape re- 
cordings were generally made Friday evenings and 
cablecast the following Tuesday evening at the earli- 
est. 

During the first year, the fire house was used for 
about four or five live specials (distributed over the 
cable undelayed). DCTV would like to be able to 
originate live at the school auditorium and has tried 
negotiating for extension of the cable to the school. 
DCTV has been cablecasting for one hour each week, 
on Tuesday night, concentrating on community ac- 
tivities and news. Although the program was first 
presented from 7:30 to 8:30 p.m. to minimize compe- 
tition with commercial programming, this seemed 


‘The cable system, as distinguished from the DCTV channel, 
had its own independent paid staff. 
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, too early to attract a maximum number of viewers, 
~ and the starting time was changed to 8:30 p.m. The 
program appeared opposite the Jerry Lewis show 
and was claimed to have surpassed the latter in rat- 
ings.°® 

In addition, specials have been presented that 
ran from one to six hours, about eight of them in the 
first year. The degree of preparation for these spe- 
cials varied widely. Examples of the programming 
are contained in Appendix B. 

No accurate data are available on the number of 
viewers DCTY has had, though a telephone poll was 
conducted by Jaycee wives. The reliability of the an- 
swers may be questionable, since many who had for- 
gotten to tune in may have claimed they were watch- 
ing. With prior reminders, it appears that about one- 
third of those watching TV were watching DCTV.7 
With no notice in the papers, no posters, and no prior 
phone reminders, the viewing audience was es- 
timated at about 17 percent of those watching televi- 
sion. | 

A research and development department was 
begun recently to find areas in which the television 
system could be used by the community to solve 


some of its problems. Research was begun on a com- | 


munity-wide television kindergarten (Dale City has 
no public kindergartens), a project which enlisted 
the cooperation of the schoolboard, principals and 
teachers, and mothers. A second project under way 
was asummer television theater workshop for teen- 
agers. 


CURRENT PROBLEMS 


Despite the success in generating community in- 
terest in locally produced television and the rather 
extensive programming produced over the one-year 
period, the system faces two related major problems: 
financing and equipment. With respect to the first, 
after one year of operation, DCTV was incorporated 
in February 1970 (under the name Dale City Closed 
Circuit Television, Inc.) in order to facilitate obtain- 


. "Robert Terpstra, “Dale City: A Planned Community 
‘Dream,’” The Washington Post, August 14, 1969, pp. Fl and F2. 


7It should be noted that DCTV was only cablecasting on Tues- 
day evenings for one hour each week plus a weekend special about 
once a month. 
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ing support from industry and foundations.® Until 
now, however, the corporation has not succeeded in 
adding to its financial base. 

With respect to the second problem, failures of 
equipment have been time-consuming and aggravat- 
ing. When the videotape recorder failed, there was 
no backup. The first scheduled showing, on the meet- 
ing of the County Government Study Commission, 
had to be canceled due to a videotape recorder fail- 
ure. The ]-in. videotape recorder caused considerable 
trouble, since it required two hours to stabilize after 
being moved from a cold to a warm room. Although 
the picture quality was good when the recorder was 
working, it often was not working. Transistors 
failed, there was frequent synchronizing and video 
dropout, belts broke or flew off pulleys, and the ser- 
vos would not lock in consistently. Incompatibility of 
one videotape recorder with another resulted in poor 
picture quality. The problem with videotape record- 
ers made live cablecasting preferable. 

Defective equipment was replaced or repaired by 
the manufacturer under the one-year warranty, but 
expensive and time-consuming repairs were re- 
quired after the warranty expired. After one year, 
the equipment has so deteriorated that it is no longer 
useful. 

The heart of these difficulties lies in the very low 
budget under which the system has operated. There 
simply has not been enough money available to pro- 
cure equipment of either the quality or quantity re- 
quired for dependable operations. The equipment 
could not withstand four to ten hours of operation 
per week for even one year. The lack of a permanent 
studio has been a severe handicap. Wear and tear on 
equipment is great when it must be moved and as- 
sembled for each videotaping session. Being able to 
leave the control room intact also would have saved 
considerable time and effort. 

Despite strong community support and consider- 
able enthusiasm, DCTV tended to disintegrate as its 
equipment deteriorated. Substantial and continuous 
financial support was a necessity, but proved to be 
beyond the resources of the community. In addition 
to possible grant aid by industry and foundations, 
the use of local advertising might have been a partial 


“Included in the incorporation papers was a proposed code of 
ethics, a version of which appears in Appendix C as an example 
of what might be appropriate for other community groups. 
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solution. However, it was widely felt that accepting 
advertising (even on an experimental basis) would 
- dissipate the civic feeling of DCTV and disrupt or 
influence civic activities. Thus the ban on advertis- 
ing became a firm policy. 

Finally at the end of February 1970 DCTV de- 
cided to abandon programming (at least tem- 
porarily) while proceeding with negotiations to solve 
the financial and equipment problems of the system. 


CONCLUDING REMARKS 


The four general conclusions to be drawn from 
this examination of community-controlled television 
are the following: 


1. Despite the strong local interest and support 
during the one year of DCTV operation, it appears 
that an average of two to three hours per week of 
truly local origination may be alJ that can be gener- 

‘ated for a community like Dale City. The first year 
of experimentation has shown the advantages of a 
community channel; it has also shown the very lim- 
ited utilization of a channel available to that com- 
munity full time. Such limited utilization by com- 
munity volunteers may be a function of limited 
funds, the small size of the community, or its relative 
homogeneity. 

2. It is important to note that DCTV competes 
against a large number of other stations—seven net- 
work affiliates, two independents, and an educa- 
tional TV channel. To be able to attract audiences 
against such competition in prime time is a note- 


13 


worthy accomplishment. The channel has drawn a 
significant audience despite the difficulty and ex- 
pense of informing people ubout the programming 
on DCTV and reminding them to tune in (both loud- 
speaker trucks and the community newspaper were 
used, but people tended to forget). 

3. The geographical separation of Dale City from 
any other residential community, particularly from 
any large city, is probably a key element in the 
strong feeling of community pride and interest in 
local affairs. In addition, the newness of the com- 
munity (it is about six years old) and the youthful- 
ness of its members may contribute to the pioneering 
spirit shown by the original homeowners.’ Their 
sense of sharing a common experience may be diffi- 
cult to maintain as the community matures and 
homes change hands. 

4, Finally, it is important to note the potential 
import of new federal regulation. The system is over 
the 3500-subscriber mark and thus will be required 
to originate under the FCC’s recent ruling.’® With 
the fee of $1.50 per month increased to $3.00 (still 
well below the typical U.S. rate of $5.00 per month), 
the additional revenue may be adequate to support 
a studio and better equipment. 


®At the end of 1968, a sample of 40 percent of the households 
in Dale City showed the average age to be 19 years. Considering 
only those over 21, the average age was 32. For such a predomi- 
nantly young community, it is probable that their Dale City house 
was their first purchased home. The average family income was 
about $11,500. 


1°Federal Communications Commission, First Report and Or- 
der, Docket 18397, October 27, 1969. 
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IV. LAKEWOOD, OHIO: THE PROBLEM OF 
ATTRACTING SUBSCRIBERS 


During a period of about eighteen months in 
1967-1968, Cleveland Area TV, Inc. (CAT), jointly 
owned by Cox Broadcasting and the Cleveland Plain 
Dealer, operated a cable television system in Lake- 
wood, Ohio (one of the dozen or so suburbs of Cleve- 
land). Since there are already five television broad- 
casting stations in Cleveland and one in nearby Ak- 
ron that can easily be received in Lakewood, it was 
clear at the start that CAT would have a difficult 
time attracting subscribers unless it were free to 


carry additional signals from distant broadcasting ° 


stations (as from Chicago and Detroit) or abie to offer 
attractive programming originated directly on cable 


(in addition to simply carrying the signals of the 


local stations). Because the FCC prohibited import- 
ing distant signals into the one hundred largest 
television markets in the United States, and since 
Cleveland is the eighth largest market, CAT was 
forced from the outset to rely on its own program 
origination.' (However, there were hopes that sig- 
nals from two Canadian stations could also be 
brought in eventually.) 

Lakewood was selected for this “experiment” in 
program origination because it combined low capital 
investment with high community interest and pos- 
sessed local newspapers that eould be used to pro- 
mote the CATY system. The median effective dispos- 
able income per family? was $10,583—a relatively 
high median value—and the low-income group was 
small. Lakewood had a city government and thus a 


'The general policy of banning the import of distant signals 
into the one hundred largest markets was set down in the FCC’s 
Second Report and Order of March 17, 1966, For an extensive 
discussion of FCC regulation of cable see Leland L. Johnson, The 
Future of Cable Television: Some Problems of Federal Regulation, 
The Rand Corporation, RM-6199-FF, January 1970, 


2Probably as of 1966. 
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political identity of its own. There was evidence of 
vigorous local interests—both community and group 
activities—aided by a natural competitive attitude 
toward Cleveland. Lakewood had one of the most 
stable populations to be found jin any large U.S. city. 
On the basis of this analysis, it was concluded that 
Lakewood could support a profitable CATV origina- 
tion programming service with only 25 percent pene- 
tration. The experiment was supported by adequate 
funds, competent engineering, and a well-motivated 
staff. 

Three of the twelve channels on the system were 
thus devoted to crigination: One was devoted to car- 
rying the Associated Press news teletype on an 
around-the-clock basis, another to the New York 
Stock Exchange’s 15-minute delayed quotation serv- 
ice during its hours of operation (a time and weather 
scan was presented during the remainder of the 
time), and a third to local programming of the sort 
discussed in the previous two cases.* 


NATURE OF PROGRAMMING 


The local origination began at 1 p.m. and went off 
‘Since there were strong over-the-air signals on the Cleveland 
VHF channels at all receivers, Channels 3, 5, and 8 were not 
usable on the cable because of ghosts. (Ghosts are caused by the 
presence of two similar signals with a small time delay between 
them, which arises because the cable signal travels more slowly 
than the broadcast signal propagates through the air.) Thus all 
three Cleveland VHF channels were shifted to three other VHF 
channels on the cable (three channels not used by broadcasters in 
that area). With six stations picked up off-the-air (three of these 
being VHF stations which were then translated in frequency) and 
with three origination channels, all usable channels on the nomi- 
nal twelve-channel system were filled. If approval for the importa- 
tion of the two Canadian signals mentioned in the opening para- 
graph of Section IV had been granted, it would have been neces- 
sary to drop both the stock market/weather-scan channel and the 
AP news channel. 
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about 10:30 or 11 p.m. Later, a children’s show was 
added and programming began at 11 a.m. Although 
this channel carried programming eleven to four- 
teen hours per day, about five to six hours were mov- 
ies. The feature movie package consisted of three 
different movies each day; the same movies were 
shown for a week but the hours were rotated, i.e., 
each movie was available at different hours each 
day. In addition to these feature films, free industrial 
films were used to fill in half-hour vacant spots. Thus 
films occupied at least five hours per day. 

Local programming occupied about six to eight 
hours a day. Typical programs were the following: 


e Local high school basketball, football, and soft- 
ball games. 

e A one-hour children’s show. 

e A teen-talk show (four high school students in 

a half-hour panel discussion). 

Cooking instruction. 

An exercise program. 

A man-on-the-street interview program. 

A home decorating program. 

Interviews with (for example) city councilmen, 

the city engineer, an Internal Revenue Service 

agent. 

e A call-in “swap shop.” 

Fashion shows. 

e Local news (a local news reporter collected, 

prepared, and presented the local news; both 

the 5:45 news and the 10:30 news are each re- 

peated three times). 

Soccer games. 

Demonstrations of floral arrangements. 

Demonstrations of cerarnic decoration. 

High school student reports. 


8 @® @¢@ 4 ®@ 


@ 8 @ @ 


Although permission to program hockey games 
was requested, it was never given. The high school 
games were videotaped and presented delayed. The 
soccer games at the Cleveland Stadium were also 
taped for later replay. All discussion and local news 
programs were videotaped and repeated. 


PROGRAMMING COST 


Presenting this programming required the full- 
time services of a program manager, a broadcast 
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equipment engineer, a studio director who func- 
tioned as copywriter and announcer, a newsman, 
and a secretary who also ran the ladies’ shows. The 
cameramen were part-time employees, generally 
high school students, who worked evenings and 
weekends. The mobile studio van cost about $5000 
($3500 for the van and $1500 for insulation and other 
furnishings). All programming on the local-origina- 
tion channel was in black and white. Since there was 
only one set of equipment, all equipment was moved 
into the van when necessary. The total capital in- 
vestment in origination facilities and equipment, in- 
cluding the van and the studio, was about $75,000. 
The two cameras alone cost about $5800 each, and 
the remodeling and studio construction costs were 
$37,500.* 

The operating budget varied from $6000 to $6500 
per month; it included all personnel and a prorated 
portion of the heat and electricity (e.g., $125 out of 
a typical monthly electric bill of $200), but no rent. 
The total yearly budget was about $75,000. Of this, 
about $10,000 was for the feature film package—two 
hundred features for the year. Thus the cost of the 
local origination programming was $65,000 for the 
year for six to eight hours daily, five days per week. 
The average cost of the local-origination program- 
ming was thus about $31 to $42 per hour. The actual 
costs of particular programs may have easily run 
from half to four times these average figures. 

All live programming was taped for replay and 
repeated at least once. For example, the teen-talk 
program—a panel show using high school students 
—was presented live between 4:30 and 5:00 p.m. and 
replayed again between 10:00 and 10:30 p.m. Since © 
almost al] the locally originated programming was 
cablecast twice, perhaps a better figure for the aver- 
age production cost of local-origination program- 
ming is double the previous values—or about $60 to 
$80 per hour. The softball games were an exception; 
they were taped one evening and played once the 
next evening. 

Since no subscriber surveys were made due to 
high costs and the limited audience, little informa- 
tion is available on the relative appeal of various 
programs. One exception was the popular-music pro- 
gram, presented from 7 to 9 p.m. High school stu- 


‘For a detailed list of equipment, see “People-to-People Ca- 
blecasting,” TV Communications, Vol. 4, No. 6, June 1967, p. 44. 
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‘dents served as disc jockeys on this program, playing 
records and appearing on camera. Several hundred 
calls were received during the course of the program. 
Monitoring the incoming phone calls to check for 
repeats (simply judging by the sound of the voice) 
suggested that about half to three-quarters of the 
calls during a single program were from different 
viewers. Other high school students appeared on the 
program as guests; there was always a waiting list 
for guest appearances. The swap shop was at the 
other extreme. There was often no apparent audi- 
ence, since for some shows no one would call in with 
things to sell or swap. 


THE EXPERIMENT THAT FAILED 


Despite the appeal of some of the originated pro- 
gramming, the cable operator was not able to attract 
large numbers of subscribers. Although the installed 
cable plant passed in front of about 25,000 homes, 
only 1500 families subscribed to cable service as an 
alternative to over-the-air broadcast. Since residents 
of Lakewood could receive a good signal from the 
Cleveland stations and the Akron UHF station with 
only a simple indoor antenna, cable television 
‘needed other signals to attract subscribers. The 
plans for CATV in Lakewood assumed approval (not 
forthcoming, as it turned out) to import two 
Canadian stations. Part of their appeal was that 
some Canadian programs are simply U.S. programs 
released two or three days earlier than in the United 
States. By the FCC’s prohibition on importing dis- 
tant signals into the hundred largest markets, the 
cable operator was prevented from bringing in dis- 
tant, independent TV broadcast signals, and thus 
had to rely on purchased feature film packages, the 
AP and stock market ticker tapes, and local origina- 
tion to attract subscribers. . 

Several reasons account for the failure to gain 
subscribers on the basis of these other services. First, 
Lakewood is a metropolitan suburb of Cleveland 
rather than a separate community or separate mar- 
ket. Unlike their counterparts in Dale City, its in- 
habitants tend not to care about local activities or 
affairs, having little sense of being an independent 
entity (i.e., apart.from Cleveland). The Cleveland sta- 


\ tions adequately covered the news and activities of 
d 


concern to Lakewood residents. 
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Second, much of the programming had little ap- 
peal. A swap show needs a large audience to be suc- 
cessful. Although such a program may be successful 
once a week for one-half to one hour in a very large 
system, it is likely to be a waste of time in a very 
small CATV system. The free industrial films were 
not interesting, and the feature movies were too 
dated. The originations were often obviously ama- 
teurish; sometimes they seemed too experimental. 
The parents of the high school students on the school 
ball teams would sometimes pay $5 per month only 
for the season and then terminate rather than sub- 
scribe for the full year. No advertising revenue was 
available to pay for better-quality programming; 
only the subscriber revenues were available to sup- 
port the cable system amortization, operating costs, 
and the origination costs. 

As a result of limited budgets, all origination pro- 
gramming—whether from tape, film, or live—was in 
black and white. Since about 35 percent of the Lake- 
wood households had color sets, this probably re- 
duced the appeal of the origination programming to 
a key audience—one which valued television highly 
and could afford a color set. 

Third, the state of the art in equipment and tech- 
niques did not seem far enough advanced. In gen- 
eral, equipment was in short supply and functioned 
badly. The AP tape was not particularly pleasant to 
watch; due to faulty inking, the letters were often 
not clear. The material was repetitious and could be 
read much faster than it was presented. In short, it 
was incredibly boring. 

No inexpensive mobile equipment was available. 
It was a difficult task to move the equipment from 
the studio to the van and back again: About an hour 
and a half was required to rip it down and about the 
same to set it up in the van. Since there was no 
remote link from the van to the head end, the pro- 
grams were taped for later replay on a bulky helical- 
scan videotape recorder which used 2-inch-wide 
tape. The tapes were reused after a few playbacks, 
not saved. Tearing down the equipment and restor- 
ing it to operating condition in the studio took an- 
other three hours. ' 

Cable system engineers now estimate that the 
new compact equipment available in black and 
white or color will reduce this overall time from six 
hours to a half hour for two men. This would consid- 
erably facilitate the use of the same equipment for 


: bysentiv’ts 
cide: — ° 7? 


rs preg : a 


Sf 


r a. 


Misha mm on 4 
auth hasore Jo) ~ , 
‘bebe reine ag. ae ne =. 


7 a 


= 


either studio or remote programming as needed and 
would significantly reduce programming costs. 

Fourth, no inexpensive, effective means was 
available for informing either subscribers or nonsub- 
scribers about the local-origination programming. 
For a long time there was no regular, consistent 
schedule for the programs, which made it difficult to 
issue a printed program and prevented the develop- 
ment of a loyal audience. A consistent program 
schedule was finally evolved, but advertising in the 
Cleveland newspapers was simply too expensive. 
Two local weekly newspapers are available in Lake- 
wood, but they would not list the CATV programs in 
their television section free of charge. Since the sys- 
tem served only 1500 households out of 25,000 
households (or 6 percent), it hardly seemed worth- 
while to the newspapers, though perhaps if the cable 
system had served 50 to 80 percent of households in 
Lakewood, the service could have been provided. 
Thus the cable system had to pay for advertisements 
in the two weekly Lakewood papers to let its own 
subscribers as well as other potential viewers know 
about its Jocal origination. Because direct mail to all 
subscribers was less expensive than the weekly ad- 
vertisements in the local papers, the ads were dis- 
continued; thus the system failed to reach nonsub- 
scribers. 


CONCLUDING REMARKS 


It is conceivable that a cable system in a com- 
munity such as Lakewood might now be viable under 
the present changed conditions: (1) the new FCC 
rules that permit advertising on local-origination 
channels and authorize subscription television 
(STV), (2) the new sources of packaged programming 
(not locally produced), and (3) the availability of im- 
proved studio and mobile equipment. Perhaps these 
services could be of sufficient interest to attract 10,- 
000 subscribers out of the 25,000 households, and 
with this number of subscribers, it might prove feasi- 
ble to generate significant revenues from local ad- 
vertising (the amount of advertising revenue raised 
would, of course, influence the amount allocated to 
program origination). With fewer than 10,000 sub- 
scribers, there is not likely to be much advertising 
revenue. 

Local programming as carried out in Lakewood 
could not be expected to attract advertisers, since it 
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did not attract subscribers. In order to attract the 
advertisers, special programming may be required, 
possibly obtained on a nationally syndicated basis. 
In principle, excess profits from this operation (if 
any) could be used to subsidize local origination. If 
such operations, however, are only marginally 
profitable, there will be no profits from this source to 
divert to local origination; thus despite FCC require- 
ments for local origination, only token efforts can be 
anticipated in this case. 

Centralized preparation of programming and its 
marketing among a large number of systems may 
make its cost relatively low compared to local-origi- 
nation costs, particularly for small systems. Some 
software firms have indicated that they expect to be 
able to provide twenty hours per week of “quality 
programming” for about $0.30 to $1.00 per sub- 
scriber per month. On this basis, the cost to CATV 
in Lakewood would have been $450 to $1500 per 
month for the 1500 subscribers. If the entire twenty 
hours were repeated once during the week, the 
yearly cost for the forty hours of programming 
would be between $5400 and $18,000.° The local- 
origination programming generated in Lakewood 
(films excluded) amounted to about thirty to forty 
hours per week (including replays), representing an 
investment of about $65,000. Thus it appears that 
programming possibly having wider appeal for the 
Lakewood audience may now be available. If such 
programming had been available to the CATV sys- 
tem in Lakewood, it would have represented a sav- 
ings approaching $47,000 to $60,000 per year. Or, to 
put it another way, purchased programming would 
have cost only about 8 to 28 percent of the cost of the 
locally originated programming. The availability of 
such programming might have had a significant in- 
fluence in making the Lakewood CATV operation 
viable. (Of course, such purchased programming 
would not provide the sense of localism that gener- 
ated so much community support in Dale City.) 

If network, independent, and educational sta- 
tions are combined, there are at least fourteen cities 
which today have six or more T'V stations on the air. 
The aggregate U.S. population within a central 35- 
mile zone of these fourteen cities totals about 55,- 
000,000 persons. The Lakewood experience particu- 

‘This is only.the cost of purchasing the programming. Equip- 


ment maintenance and operating costs are not included, but they 
are not so large as to alter the present conclusions. 
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larly emphasizes the problem facing CATV fran- 
chise holders in these cities. Which distant signals 
can be imported, and what new services can be pro- 
vided, to attract a sufficient number of subscribers to 
make CATV systems profitable in the major cities? 
Would the Canadian formula work in reverse? 
Would the importation of Canadian, Mexican, and 
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European stations (the latter by videotape flown to 
the United States or perhaps transmitted to CATV 
studios via satellite) make CATV attractive in the 
USS. cities? Few experiments are being run to test 
mixes that may result in the viability of CATV in the 
major cities. 
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V. AN OVERVIEW 


Since each community has certain unique char- 
acteristics, and since many time-varying parameters 


are involved, one should beware of overgeneraliza- 
tion from the few examples presented in this report. 
Nonetheless, it may be useful to attempt some syn- 
thesis of the evidence from the preceding cases. 


SOME COMPARISONS 


Cable television thrives where several broadcast 
stations cannot be received satisfactorily with 
merely a simple indoor antenna. For this reason, the 
importation of distant signals (if it had been permit- 
ted by the FCC) would have helped to make the Lake- 
wood syste financially viable. To put the case an- 
other way, there is no evidence that any community 
would pay the typical $5 monthly fee of the CATV 
system solely for the addition of local programming.’ 

Where there is no sense of a separate identity and 
no community spirit on which to build, local origina- 
tion may be meaningless. As we have seen, isolation 
—ijin both the physical and cultural sense—may 
make Dale City inhabitants radically different from 
those of Lakewood. Dale City is physically separated 
from any other northern Virginia residential com- 
munity, and many of its inhabitants feel sharply the 
disparity between themselves and the surrounding 
rural culture. On the other hand, Lakewood may be 
too much a part of Cleveland to generate dedicated 
civic groups. 

Even though enthusiasm for local programming 
may decrease as income, recreational outlets, and 


1A variety of CATV origination supported by local, regional, 
and national advertising and by subscription may be sufficient to 
attract a high percentage of subscribers without other induce- 
ments in some communities, but even this thesis needs to be 
tested. In the absence of cheap, real-time interconnection, 1.e., 
networking, such origination may lack mass-audience appeal. 
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personal alternatives increase, enough interest in 
local programming may exist in large suburban com- 
munities to support an average of a few hours of 
community-originated programming per week. Thus 
one might argue that Lakewood, five or six times the 
size of Dale City, should be able to produce as much 
pregramming as the latter in spite of its lower level 
of interest. 

Another factor should be considered in distin- 
guishing between the success of community televi- 
sion in Dale City and the possible response in other 
communities, i.e., the fact that frequently a great 
deal depends on a single dedicated leader whose in- 
fectious enthusiasm generates community support. 
For example, a strong, active Junior Chamber of 
Commerce group in the southeast, reported to be one 
of the best in the United States, had frequently ca- 
blecast its functions on the local system, one with an 
excellent, fully equipped studio. When repeatedly 
offered an opportunity to put on a regular program 
(once a week or even once a month), the group 
refused the offers on the grounds that it would entail 
too much time and trouble. 

A small community like Dale City possesses nei- 
ther the financial resources nor the cultural diver- 
sity available in the large Canadian cities, yet the 
amount of experimentation carried out and the de- 
gree of community involvement generated are im- 
pressive. Under normal circumstances, the channel 
functioned as both a useful outlet for creative com- 
munity energy and a source of community entertain- 
ment, and also permitted wider and more varied par- 
ticipation in major community events. In times of 
stress, the channel functioned to provide intercom- 
munication among more people than any single 
building in the community would have been able to 
hold. It was a useful tool for promoting democracy in 
action, whether by explaining issues to the voters, 
providing time for political candidates, or viewing 
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local issues. The most important contribution of 
DCTV has been aggressive, imaginative experimen- 
tation. In general, local-origination programming is 
highly in need of just such creative experimentation. 

On the basis of the Dale City experience, it is 
apparent that a $5000 investment in equipment for 
local origination is simply not adequate and results 
in. great frustration. In the long run it is uneconomi- 
cal, since the equipment rapidly deteriorates beyond 
repair. Reliable performance and satisfactory pic- 
ture quality probably require an initial investment 
of more than $15,000; even then, spare equipment is 
essential. Thus a minimum of $25,000 in equipment 
seems to be required for extensive local-origination 
efforts in black and white. For color, the costs may 
be as much as $95,000.” In addition, a permanent 
studio (e.g., even an improved garage) is essential. 
Funds of this magnitude and adequate space for a 
relatively permanent studio are not likely to be 
available to many communities even if the free use 
of'a channel! on the local CATV system were assured. 

DCTV’s basic cost per hour of programming was 
about $25. Since (on the average) the DCTV volun- 
teers produced two hours of programming per week, 
the yearly production cost (including operating 
costs) would be about $2500. If we assume a yearly 
maintenance allowance of 10 percent of the capital 
investment, then the annual maintenance cost for 


an investment of $25,000 in black-and-white studio 


equipment would be $2500. Since the head-end 
equipment for the community channel is main- 
tained by the cable system operator, DCTV pays 
nothing for transmission. Thus the total yearly cost 
for a properly equipped DCTV system producing an 
average of two hours per week of programming is 
estimated to be at least $5000. Even if a grant were 
available to purchase the studio equipment, the 
recurring costs for its operation and maintenance 
would still exceed the resources of volunteer groups 
in most communities. 

In large Canadian cities, the many different 
minority groups provide a rich source of material for 
local origination.* Although subscribers to CATV 


2For supporting data on equipment costs, see Federal Com- 
munications Commission, First Report and Order, Docket 18397, 
October 27, 1969, pp. 11-16. 


’There is a wide disparity between what is being done and 
what has been proposed for urban minorities. See Telecommunt- 


0 


are primarily lured by more and better broadcast 
signals, local-origination programming for minori- 
ties has been used by the large cable systems as a 
supplementary inducement. The closed-circuit FM 
radio channels which cablecast four to ten hours per 
day may be more important than the brief video 
sessions in obtaining subscribers 
minority groups. f 

Canadian local origination by large CATV sys- 
tems is noteworthy for providing live video program- 
ming at a fraction of U.S. costs for local broadcast 
programming, for being able to generate ten to 
thirty hours of new material every week, and for 
providing additional FM radio stations on a closed- 
circuit basis with astonishing economy. The fact that 
any CATV system could originate thirty hours per 
week of local material at an average cost of $25 per 
hour and provide numerous closed-circuit radio 
channels as well is an impressive indication of the 
potential of cable television for minority program- 
ming. 

After as much as ten years of local origination, 
operators of large Canadian CATV systems tend to 
settle for a modest level of effort with limited ex- 
perimentation. The fact that no audience surveys 
have been made to determine the ratings of the local- 
origination programs, that there is essentially no 
promotion of the programming, that local advertis- 
ing was largely discontinued on local sports pro- 
grams long before the CRTC ban on advertising, and 
that annual sales expenditures for obtaining new 
subscribers are three to thirteen times the budget for 
local origination indicate the negative attitude to- 
ward local origination. 

Just such an approach, which leads to perfunc- 
tory local origination, is apt to characterize U-S. re- 
sponse to the FCC’s recent decision to require local 
origination on cable systems having 3500 or more 
subscribers.* Token conformity is likely to be the 
norm. 

In its restrained experimentation and its tend- 
ency to avoid controversial issues and personalities, 
Canadian large-system origination points up all too 


from some 


cations in Urban Development, by H. S. Dordick, L. G. Chesler, 8. 
I. Firstman, and R. Bretz, The Rand Corporation, RM©-6069-RC, 
July 1969, for a detailed discussion of some applications for televi- 
sion in urban ghetto areas. 


‘Federal Communications Commission, First Report and Or- 
der, Docket 18397, October 27, 1969. 
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erator sponsorship. The primary function becomes 
public relations—maintaining favor with regulatory 
agencies, the government, and the public—and the 
secondary function attracting new subscribers. All 
of these factors militate against direct community 
involvement and against providing an outlet for the 
nonconformist and the unpopular point of view. 


IMPLICATIONS FOR PUBLIC POLICY 


From the preceding discussion, certain conclu- 
sions about policy can be drawn: 


1. Support of local origination by the CATV sys- 
tem does serve the public interest and should there- 
fore be encouraged. It is premature at this time to 
specify precisely the number of hours, the kinds of 
programming, or the type and amount of financial 
support this effort should entail. Wide and extensive 
experimentation, audience monitoring, evaluation, 
and study should precede and provide the basis for 
any regulatory action. 

2. Local origination by CATV system operators 
by means of canned distributed products is a service 
to the public only insofar as these products increase 
the diversity of programming available. However, to 
leave this function entirely in the hands of the opera- 
tor would place him in competition with all other 


- suppliers of programming who may wish to distrib- 


ute their product over the CATV system. This com- 
petitive relationship may not be desirable in the long 
run, since the operator, seeking to maximize the 
value of his programming, might restrict access and 
therefore limit diversity. In other words, in such an 
environment the operator may not aggressively seek 
to expand capacity as a lessor of channels or as a 
common carrier. As an alternative, he should be re- 
quired to carry all programming requested at rea- 
sonable published rates. The primary restrictions to 
be placed on the product should be a warning to the 
producer that he should violate no criminal laws and 
the requirement that an adequate bond be posted to 
cover any potential civil liabilities. The producer 
should be free to seek advertising—local, regional, 
and national—to pay for his effort. In lieu of adver- 
tising, the producer should be free to choose to show 
the material on a subscription basis, with the CATV 
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system operator responsible for collection and pay- 
ment to the producer. In many areas, Pay TV may 
prove to be one of CATV’s most important new ser- 
vices in the attempt of CATV operators to attract 
sufficient subscribers to make their systems profita- . 
ble. 

3. CATV systems should be encouraged to make 


some minimum number of channels available full 


time for local origination to any broad-based associa- 
tion of civic and service organizations. Where such 
associations are established, can procure their own 
equipment and their ewn studio, and can produce 
programming effectively, this effort should partially 
satisfy any FCC requirement for local origination by 
the CATV operator. Considering the expense of such 
an undertaking, only a few communities are likely to 
support such arrangements. The precise number of 
channels to be made available and the relationship 
of that number to the size of the system, its capacity, 
profitability, or any other criterion cannot be spe- 
cified sensibly at this time. More data on CATV sys- 
tems need to be available and much experimentation 
on local origination carried out before detailed re- 
quirements can be formulated. The desirable num- 
ber of channels depends, of course, on local needs, 
and it is not known at this time how these may vary 
from one community to the next. It is apparent, how- 
ever, that local origination by civic associations 
should be encouraged, for they provide the best form 
of grass-roots television. They assure the relevancy 
of the local programming to community problems in 
a way which cannot be achieved by any number of 
rules imposed by a regulatory body on a profit-mak- 
ing enterprise. 

4. The CATV operator should be encouraged to 
provide a fully equipped studio and mobile equip- 
ment for local origination,> and group training 
courses on the operation of the studio and mobile 
equipment should be provided on evenings and 
weekends. The charge for such training should be a 
nominal fee adequate to reimburse the operator for 
the direct costs of the training program and provide 
a margin of profit. The CATV operator should be 
encouraged to operate as a rental agency, leasing 
equipment at hourly and daily rates so that individu- 
als and organizations can produce programs on their 


‘This assumes that the association is unable to acquire its own 
equipment and facilities as described under the previous item. 
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own premises. The use of the operator’s equipment 
and studio for a reasonable fee should be en- 
couraged. Most community associations that origi- 
nate local programming will only be able to do so if 
the training, equipment, and studio facilities are fur- 
nished by the CATV operator. Details on procedures 
and rates as a function of various system parameters 
remain to be determined. 

_5. Independent producers using independent 
studio. facilities (e.g., at local UHF broadcast sta- 
tions) should be encouraged to provide local origina- 
tion with local commercial sponsorship over leased 
CATV channels. For example, there is a class of local 


origination (e.g., local sports) that may prove attrac- . 


tive enough to gain regular support from local adver- 
tisers. If coverage by independent producers of such 
local activities does not materialize, the CATV sys- 
tem operator should be encouraged to carry out local 
origination of this kind in addition to supporting the 
community type of local origination discussed above. 
Arrangements will undoubtedly vary among com- 
munities, and considerable flexibility should be per- 
mitted at this time. 

6. ‘Che channel provided for local origination 
should be equal in quality to the best channel pro- 
vided by the system when all effects such as ambient 
temperature changes, reliability, and over-the-air 
interference are included; the use of a channel of 
inherently inferior quality should not be permitted. 
Such a requirement may be a means for improving 
CATV system design and maintenance. 

7. Inorder to reduce the cost of notifying subscri- 
bers of special and common-carrier programs on the 
local-origination channel, routine monthly direct- 
mail announcements should be used (a minimum- 
cost solution may be a three-by-five card enclosed 
with the monthly bill), as well as regular announce- 
ments giving up to several days notice (perhaps on 
the time and weather channel). The alternate use of 
the time and weather channel,® or else the use of a 
separate calendar channel to present the complete 
schedule regularly for the local-origination channel, 
deserves evaluation. Another low-cost alternative 
may be a service by the telephone company that 
allows customers to dial a number and receive a 
recorded recital of the day’s programming. The mes- 


‘For example, every quarter hour, or continuously in the’case 
of a separate channel. 


sage could be played simultaneously over a large 
number of telephones. Unless subscribers can be 
notified of local-crigination programming in a rea- 
sonable, convenient, and effective manner, the 
medium has negligible value. Study and evaluation 
of alternative approaches and their costs for the 
effective promotion of local-origination program- 
ming is essential. : 

8. When the local-origination channel is not in 
use, it should be made available for leased-channel 
use, i.e., a type of common-carrier use. Leased-chan- 
nel experiments should be encouraged under con- 
trols that will assure wide access without irresponsi- 
bility. The CATV operator should be absolved of all 
responsibility for the content of the leased channels, 
and a bonding arrangement should be developed to 
ensure that the lessee is fiscally responsible for any 
civil actions brought against him. 

9. Selling local advertising in competition with 
other media such as local radio and local newspapers 
is an art. Most cable operators have no experience in 
selling advertising and no knowledge of how to go 
about it. As in common-carrier operation, the selling 
of advertising may involve such potential problems 
as the equal-time provisions, the fairness doctrine, 
and sponsorship identification requirements. Few 
CATV systems, regardless of size, are prepared to ' 
cope with these issues. In fact, few CATV systems 
even appear capable of preparing a good rate card. 
Although the selling of advertising appears to be a 
promising new area for CATY, it is likely to require 
a long and painful education for many. It is possible 
that in many cases a new entrepreneur may be re- 
quired to supply the missing expertise for matching 
origination programming, both local and syndicated, 
with advertisers, whether local, regional, or na- 
tional. 

10. ‘It is clear that certain developments in 
CATV technology, such as feedback from the viewer 
and interconnection, are at least as important for 
local origination as they are for other services. In 
mass-audience programming, it is important to ad- 
vertisers to determine whether the audience is 20 or 
21 percent of 60 million viewers. For local-origina- 
tion programming and for all specialized program- 
ming, it is even more important to find out if anyone 
is watching. Determination of whether or not there 
is an audience provides an indicator of whether or 
not a program is serving the public interest. Local- 
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origination programming needs to be able to poll its 
viewers on local issues. To evaluate the effectiveness 
of local programming and thus to evolve program- 
ming better suited to local needs, the producers re- 
quire feedback from their audience. Thus equipment 
is needed that will (1) verify whether or not each 
subscriber’s set is turned on, (2) determine to which 
channel it is tuned, and (3) permit multiple-choice 
responses from an identified respondent. Regional 
interconnection can be used to make local issues 
available to all concerned, since some fraction of lo- 
cal-origination programming is likely to have an ap- 
peal outside the community in which it is produced. 
Regional real-time networking via microwave relay 
would. permit the audience to be structured on the 
basis of interest. 

11. Based on the various possible uses discussed 
above, it is evident that more than a twelve-channel 
system will probably be needed in most areas, since 
excess channel capacity must be provided if ex- 
perimentation with new uses is to occur. Engineer- 
ing principles suggest that from fifty to a hundred 
TV channels per cable should be feasible in a CATV 
distribution system optimized for high capacity. 
There is ample evidence that substantial economies 
of scale can be realized in the installation of multiple 
cables all at the same time; e.g., four cables in a 
common sheath may be installed in one operation 
with the amplifiers added only as needed. Without a 
study (and possibly experimentation) to establish the 
costs of increased capacity and another study of the 
projected growth of demand for the new services 
(again with experimentation), it is not possible to 
estimate the minimum capacity that cable operators 
should be required to provide at this time. 


SOME THOUGHTS ABOUT USES IN 
URBAN GHETTO AREAS 


The case studies above, dealing with U.S. middle- 
class suburban areas and metropolitan Canada, do 
not relate directly to the potential in the inner city. 
Yet it is here that the multichannel capability may 
have its greatest potential to serve society. Some 
possible roles of telecommunications in urban devel- 
opment have already been described.’ While finan- 


TH. S. Dordick, L. G. Chesler, S. I. Firstman, and R. Bretz, 
Telecommunications in Urban Development, The Rand Corpora- 
tion, RM-6069-RC, July 1969. 
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cial resources are more limited than in suburban 
communities, the availability of a rich source of is- 
sues, problems, and dedicated individuals makes the 
ghetto a logical place for experimentation. Many 
other aspects of CATV in urban ghetto areas, how-’ 
ever, have not been touched on. _ 

The basis of CATV in ghetto areas, as elsewhere, 
must be that it makes available more and better- 
quality broadcast signals. Only if the CATV system 
provides such a service will it be valued and the 
physical plant protected, and only if the service is 
valued is it likely to be economically self-sustaining, 
Le., supported through monthly payments of the 
subscribers. The potential of local origination over 
such a CATV system needs to be fully explored. 

Since ghetto areas are generally within strong 
signal areas of local broadcasting stations, penetra- 
tion cannot be based primarily on offering better- 
quality signals (there are exceptional cases of severe 
ghosts due to multiple reflections). Penetration into 
the low-income ghettos seems unlikely to succeed on 
the basis of potential new services (such as facsimile 
mail and shopping) simply because of the high cost 
of these services relative to disposable income. Cable 


‘television may therefore not be profitable in the 


ghettos unless the FCC’s limitation on the importa- 
tion of distant signals is removed. Even then-—as- 
suming the lower cost per household of the CATV 
system installation due to the high population den- 
sity—there is no assurance that CATV will be a 
profitable venture in the typical urban ghetto in the 
near term. 

The risks and problems of local origination in the 
ghetto are formidable, since its first effects are likely 
only to expose the defects of present institutional 
arrangements and to emphasize the magnitude of 
the problems. Increased awareness of problems with- 
out a program for their alleviation can only lead to 
frustration. All remedies are likely to require a con- 
siderable investment and may require changes in 
the infrastructure for education, welfare, health ser- 
vices, job placement, job training, etc. CATV is only 
a communications medium; by itself it can neither 
generate the funds nor change the infrastructure to 
evolve workable solutions to present problems. 

Some of the expectations for cable TV in the 
ghetto may be unrealistic. For example, some ob- 
servers have suggested that ghetto unemployment 
could be reduced by means of widespread instruc- 
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tional television on CATV. This assumes that the 
defect lies in the individual and that an appropriate 
dose of basic education—prevocational, vocational, 
or orientation-to-the-world-of-work training—will 
provide the individual with a job despite the shrink- 
ing, constantly changing, highly competitive job 
market. It can be argued, however, that job training 
produces people either inadequately trained or 
trained for jobs which do not exist, and that on-the- 
job training is the only cost-effective type of training. 
Cable TV does not provide an answer to this. It can 
only provide a communication medium for assisting 
in both prejob training and on-the-job training that 
may be able to reduce the costs of (and permit com- 
parisons between) the two approaches. 

While CATV can provide channels to improve in- 
tercommunication among ghetto residents, it is not 
likely to improve communication between the ghetto 


and society as a whole because this kind of local 
programming will not be of general interest. It is not 
likely to draw the attention of surrounding neigh- 
borhocds to ghetto problems and away from the ma- 
jor network shows. However, local origination in the 
ghetto can perhaps be used to interest local residents 
in solving their own problems rather than being to- 
tally dependent on outside help. Such a channel 
(with feedback or response from the viewers) can be 
used to gather data about problems, to build leader- 
ship within the community, and to create the sense 
of participation essential for the success of almost 
any program or service. Ghetto programs often fail 
for much the same reason that foreign aid programs 
fail; to the extent that they appear imposed from the 
outside, they stifle local initiative, responsibility, 
and dedication. 
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Appendix A 


BASIC OPERATING PROCEDURES FOR 
DALE CITY TELEVISION’ 


DEPARTMENT DIRECTORS 


Program Director 


The Program Director will have complete respon- 
sibility over the entire systems operation. All depart- 
ment heads will report directly to him. The Program 
Director will be responsible in assigning Staff Direc- 
tors, Producers, Staff Announcers and Assistant Di- 
rectors for each telecast. All program ideas and 
policy questions are the direct responsibility of the 
Program Director. Decisions concerning program 
policy and station operation are the direct responsi- 
bility of the Program Director. He will report di- 
rectly to the Advisory Board. 


Director of Public Relations 


The Director of Public Relations will be the off- 
cial public spokesman for the system. This depart- 
ment will be responsible for supplying the mass 
media with current information concerning this sys- 
tem. Weekly program logs will be supplied to the 
local papers from this department. All PR informa- 
tion is to be approved by the Program Director 
through the Public Relations Office. Anyone is free 
to submit promotional or public relation ideas; how- 
ever, they must first be approved by the Public Rela- 
tions Department. In addition, the Public Relations 
Director will be responsible for supplying promo- 


'The rather elaborate operating procedures devised for Dale 
City Television may provide a useful basis for community TV in 
many other areas as well. For that reason, this description, based 
on one prepared by David J. Touch, Program Director for Dale 
City Television, is presented here. 
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tional information for particular telecasts and as- 


sisting Producers and Directors in the writing and 


placing of promotional and public relations informa- 
tion. 


Directors of Sports, Women’s 
Programming, News, and Public Affairs 


The Directors of these departments are required 
to keep on hand a constant approved backlog of pro- 
gram ideas. They will be responsible for producing 
their own programs, supplying formats and talent, 
and organizing each show in such a manner that it 
is ready for airing when it comes into the studio. 


Director of Graphics 


The Graphics Director will have the responsibil- 
ity of producing a complete set of graphics as re- 
quired for each telecast. In addition, a graphics per- 
son will be on hand for each production. Graphic 
requirements will be submitted to the Graphics Di- 
rector at least one week prior to a telecast. 


Scene Designer 


‘ The Scene Designer will be responsible for de- 
signing and preparing each set for each telecast. 
Scene requirements are to be submitted to the Scene 
Designer at least one week before the proposed tele- 
cast. Additionally, the Scene Designer will be re- 
sponsible for all props for each telecast. 
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~ Anyone in the system is encouraged to independ- 


= 


= 


ently produce programs, under the following guide- 
lines: 


1. A program idea must be submitted first to the 
Program Director and then approved by the Advi- 
sory Board. 

2. The Producer is required to submit script out- 
lines, budget, story boards, final script, and all pro- 
duction at least one week before the proposed pro- 
duction. 

3. The Producer is required to assemble his/her 

wn crew with the assistance of the Production 
Supervisor. 

4. The Producer will be required to supply to the 
Chief Engineer all technical requirements for the 
production. 

5. The resources of the entire system will be at 
the disposal of the Producer for a particular pro- 


gram. 


PRODUCTION STAFF 


Announcers and Talent 


As scheduling permits Staff Announcers are 
asked to be on the set at least one-half hour prior to 
air time. Coats and ties are required for men, dresses 
or suits are required for female participants. Sports 
clothes, etc., are not authorized for on-camera work. 


Engineering and Chief Engineer 


The Chief Engineer is solely responsible for the 
system’s entire engineering and engineering person- 
nel requirements. He will schedule for each taping a 
video engineer and audio man. He will be required 
to supply information on power requirements, cam- 
era and audio operation, including mike positioning, 
to the Producer and/or Director for a program. Addi- 
tionally, he will be responsible for the setting-up of 
cameras and the master control area. He will be 
responsible for maintaining all electronic equipment 
and keeping it in operating order, and report di- 
rectly to the Program Director any technical difficul- 


yi occurring during any taping session. He will 


hold primary instructional sessions in television 
engineering for both cameramen and audio men. 
The Chief Engineer will report directly to the Pro- 
gram Director. 


Production Supervisor 


The primary responsibility of the Production 
Supervisor is to gather each full crew for a particu- 
lar session. This includes cameramen, floor audio, 
lighting, grips, and floor manager. Each individual 
will know in advance what he is expected to do for 
a particular taping session. It is the responsibility of 
the Production Manager to see that his crew stays 
for the entire session and assists in tearing down the 
equipment in the studio area after the production. In 
addition, he will be responsible for familiarizing new 
people with the systems operations along with for- 
mally introducing new people to the television staff. 
He will be additionally responsible for the schedul- 
ing of teaching sessions for both production and engi- 
néering, along with teaching primary production 
techniques to new members. The Director of this 
section will report directly to the Program Director. 


Production Staff 


The Production and Engineering Staff are re- 
quired to be on the set at least one hour prior to 
technical rehearsal. The Production and Engineer- 
ing staff will set up for their area only. Talent is 
required to stay out of the production area until the 
Director is told and set and engineering crews are 
ready to start shooting. Cameramen, floor audio, and 
master control staff are the only authorized people 
allowed to be near or operate equipment, under the 
supervision of the Chief Engineer and Staff Director. 
The cameramen for the evening are the only author- 
ized people to operate and man cameras, again un- 
der the direction of the Staff Director and Chief Engi- 
neer, Lighting, mikes, and other electronic equip- 


- ment are not to be changed without prior approval 
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of the Director and audio man. Cameramen will as- 
sure that their cameras are out of the lights at all 
times and are not left unmanned or focused on one 
set for a long period of time. Camera f-stops are not 
to be changed after they have been set except by the 
approval of the Director or Chief Engineer. 
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= Since we often have guests in the studio, the en- Questions, comments, or ideas concerning any of 


’ tire staff will be required to conduct themselves in an the standard operating procedures listed below 
orderly and professional manner. We are with the should be brought to the attention of the Program 
system to learn and to have fun. Having fun should Director. 


remain in the realm of good taste. 


Summary of Staff Member Responsibility 


Staff Member Report to 


Cameramen, fioor manager, Production Supervisor 
lighting, floor audio 


Audio man, video man, all Chief Engineer 
engineering personnel 


Directors, staff announcers, 
department heads, talent, Program Director 


producers and writers : ; 
i Graphics Director 


Graphics 


Grips, set designers and Scene Designer 
assemblers 
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Appendix .B 


PROGRAMMING ON DALE CITY TELEVISION! 


NEWS AND PUBLIC AFFAIRS 


On-the-spot news coverage included the cam- 
paign speeches of the gubernatorial aspirants who 
spoke in Dale City, PTA meetings, and a town meet- 
ing concerning the direction of DCTV. 

The first live cablecasting of DCTV was of the 
Dale City Volunteer Fire Department. It was a lively 
telecast, since a fire call was received while the 
DCTV crew was on the scene. 

_ Interview shows were held frequently with an an- 
snouncer-interviewer and two guests from the com- 
munity. 

A meeting of the Prince William Board of Super- 
visors considering zoning changes for Dale City was 
telecast. 

DCTV took part in a voter registration drive just 
before election time, with a 93-percent turnout. The 
Civic Association, which has 2000 family members 
out of the community of 3400 families and is the 
largest branch in the State of Virginia, made a 
strong effort; they went from door to door and ran 
articles in the local newspaper. On DCTV, there 
were reminders when to vote and on eligibility re- 
quirements, e.g., wives of military who maintain 
residence elsewhere are eligible. Referendums were 
explained, and their specific implications for Dale 
City pointed out. The percentage of funds on school 
bonds that were for Dale City was discussed. 

The County Government Study Commission met 
in Dale City to inform people of their work. The 
meeting was being recorded for later playback but 
the recorder broke down. 

The interview type of show by far dominated 

‘news and public affairs programming because it was 


'Based on information furnished by DCTV. 


the easiest and quickest way of putting together an 
informative program. Some of the interview shows 
were the following: 


“Ex-cons Tell It Like It Is.” Four ex-inmates of 
Lorton Prison, which is just 6 miles away, vi- 
sited Dale City for an interview. These were all 
men who at the time of the interview were 
working to help steer the youth of the inner 
city away from crime by relating their own ex- 
periences. They were articulate blacks from the 
ghetto who came to DCTV to reach a predomi- 
nantly white middle-class suburbanite audi- 
ence. The program was well received and, as 
had been hoped, stirred some controversy. The 
DCTY staff felt that this kind of programming 
was necessary and worthwhile. 


“The Fire.” Following a tragic fire in which 
one Dale City man lost his life, questions and 
rumors began to fly concerning the basic safety 
of certain models of homes and the efficiency of 
the Volunteer Fire Department. DCTV went on 
the air with a taped interview with the fire 
chief and his assistant and a representative of 
the builder. Results were that rumors were 
stifled and Dale City residents became more 
fire-safety conscious. 


“Why Hasn’t Anybody Asked Us?” This was a 
panel discussion between teens in the com- 
munity and the parents of the teens. Problems 
in Dale City included lack of teen activities and 
facilities. [his program was an attempt to 
study a community social problem. What was 
learned was that while teens may be articulate, 
they are not necessarily good at analyzing their 
own problems or in devising solutions. 
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“Our Telephone System.” A sore point with 
most community residents is the local in- 
dependent telephone system which serves the 
area. With a State Corporation Commission 
service hearing upcoming, the news depart- 
ment interviewed the telephone company 
president and some of the company’s respresen- 
tatives. For that show, the interviewer asked 
residents in advance to send in their gripes to 
make certain they were valid and they served 
as the basis for the interview. The results of the 
show were not as had been anticipated. The 
community learned that while service was not 
what it wanted, in many instances the reason 
for the inconveniences was that the community 
was served by a small system, not necessarily a 
faulty system. 


SPECIALS 


Specials (full one-hour shows based on a single 
theme) were usually team efforts, with directors 
from all departments pooling their ideas and putting 
together the show. These specials were devised 
primarily to allow DCTV staff members to indulge 
their creative energies and to make use of local tal- 
ent. 


“Music of a Season.” For that show DCTV 
went totally mobile, moved equipment (includ- 
ing a piano and a generator) into Washington, 
D.C., and set up on the steps of the Reflecting 
Pool in front of the Lincoln Memorial. Special 
permission was granted for this by the Na- 
tional Park Service. Using this Memorial, the 
Washington Monument, the Reflecting Pool, 
the tourists and the park-like atmosphere for 
sets, talent from the Dale City area sang, 
hummed, strummed, and played the music of 
autumn. Talent for the show included a high 
school chorus, several folk singers with guitars, 
an a cappella girls’ trio, and an operatic so- 

~ prano. A third camera had been borrowed and 
equipped with a telephoto lens. That camera 
was mounted atop a truck. The other two cam- 
eras using zoom lenses were used on various 
levels. A generator was necessary because 
there was no other power source. A Dale City 
area merchant donated the one used and a 
standby. Use of the trucks to transport the 
equipment was also donated. 
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“Music of the Community.” More than 60 
members of the community appeared on cam- 
era in a one-hour display of musical talent for 
DCTV’s first special. The show was taped in a 
school multipurpose room and material for sets 
was donated by local merchants. The music 
ranged from country-western through folk 
songs, show tunes, and folk choir music. Any- 
one talented in the community was given the 
opportunity to appear. The M.C. for the show 
was one of the area ministers who tied together 
the widely ranging numbers with poetry, 
philosophy, and talk all written or culled from 
memory that night. Sylvania sent to Dale City 
a mobile van complete with studio cameras to 
do the show. DCTV crew members manned all 
the equipment under the guidance of Sylvania 
engineers. 


Other specials included “Merry Christmas,” 
DCTV’s holiday wish to the community, which 
included some acting, elaborate sets (by DCTV 
standards), and a full script; and “Jamboree,” 
a full country-western show taped at the school 
with very simple mood-evoking sets. The DCT V 
Birthday Celebration was one of the few shows 
taped with a full audience. The show featured 
music by a 35-member Army concert band. 


PUBLIC SERVICE ANNOUNCEMENTS, 
VIGNETTES, AND FILM 


For regular weekly shows each department fur- 
nished a portion of the hour’s programming, any 
leftover time being filled with the following: com- 
munity announcements, usually produced like sepa- 
rate short commercials, using special props, lighting 
and scripts; short humorous vignettes on timely sub- 
jects; or (on one occasion) a short documentary film. 
The film was titled “A Child’s First Day of Schoo!” 
and ran approximately ten minutes. It was well re- 
ceived; had a budget been available other films 
would have been produced. Because of their brevity 
the public service announcements and vignettes 
could be rehearsed and staged. These served as cuta- 
ways to smooth transitions between two segments 
and also provided a flexibility for allowing airing of 
last-minute announcements, since these could be cut 
or stretched. 
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& AUCTION 


a 


A televised auction ran from 8:30 p:m., August 2, 
1969, until 2:30 a.m. The purpose of the auction was 
to raise money to support the system. The auctioning 
of the merchandise contributed by retailers in the 
area (value $2500) netted $1700; 20 percent of this 
was donated to the civic center fund. Although 
DCTV has generally opposed advertising, each mer- 
chant who donated merchandise was mentioned. 

Ten telephones were installed in the fire station 
where the auction was held. Volunteers from the 
Jaycee wives’ organization manned the ten tele- 
phones and telephoned every listed phone in the 
community about one hour before the auction began 
to remind people to tune in to DCTYV. The telephones 
were donated for the evening as a civic project. Bell 
and Howell of Chicago brought in $100,000 worth of 
color equipment and provided three technicians to 
set it up for the one program. 

Three of DCTV’s five volunteer production crews 
operated the color equipment throughout the tele- 
cast. The power company donated the power, and the 
Law Enforcement Committee volunteered to deliver 
the merchandise. Arts and crafts club members tal- 
lied auction items, and the Junior Teen Club sold 
food; local dignitaries served as auctioneers, and the 
entire community supported the auction. A later 
tally of people involved showed that 367 people had 
helped put the auction together. 


WOMEN’S PROGRAMMING 


The underlying idea behind all of the shows for 
the women’s department was to bring to the Dale 
City housewife knowledge of the opportunities 
around her to help her as a wife and mother. The 
shows were a combination demonstration and inter- 
view with an expert in the craft or art being dis- 
cussed. The women’s department also developed a 
consumer report on food items which discussed the 
good buys of the week and ways of taking advantage 
of them. Some of the women’s show topics included 
ceramics, makeup, decoupage, cake decorating, 
painting, lawn care, and home decorating. 


SPORTS 


») Originally the sports department wanted to show 
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the young people of Dale City at their many recrea- 
tion projects: Little League baseball, Little League 
football, the soap box derby, and shooter education. 
Once into the project, it became obvious that weekly 
“on-location” shows were impossible, since they 
placed too much wear and tear on the equipment. 
Often releases to televise the games could not be 
obtained. Film seemed a good answer but was too 
expensive for DCTV on a weekly basis. Film was 
used for one show with excellent results, since the 
film greatly aided the pacing of the show. 

The sports department had to be content with re- 
porting the results of games and using demonstra- 
tions. Some of the demonstrations which were most 
successful were karate, as performed by instructors 
ranging in age from 6 to 45; modern dance, per- 
formed by a club from a nearby high school; demon- 
stration of wrestling holds and countermoves by 
high school students; pointers on how to improve 
one’s golf game by a local golf pro. 


FOURTH OF JULY PARADE 
AND CARNIVAL 


The entire three-hour parade was carried live. 
The home viewer had a much better view and was 
better informed about the floats and marching 
groups than those who saw the parade first-hand. 
The switcher, audio control, and monitors were 
mounted in the back of an enclosed truck; camera 1 
was on the street, using a borrowed zoom lens, and 
camera 2 was mounted on top of a station wagon 
using a borrowed telephoto lens. Announcers were 
at the edge of the crowd and a monitor was placed 
near them so they would know what action was be- 
ing televised. 

The annual Fourth of July Carnival is run by the 
Civie Association. Professional rides are brought in, 
and civic groups build and man all manner of booths 
and eating concessions. For the carnival, DCT'V used 
the mobile unit and taped an hour-long show for 
later cablecasting. Members of the DCTV staff vi- 
sited each of the carnival booths and rides, and inter- 
viewed spectators and concessionaires. The DCTV 
staff tried videotaping the fireworks which climaxed 
the evening but learned that picking the rocket 
bursts out of'a black sky and quickly focusing was too 
difficult. 
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Appendix C 


A CODE OF ETHICS FOR COMMUNITY TELEVISION: 
THE CASE OF DALE CITY? 


The System shall be operated on behalf of the 
Community by volunteer members from the Com- 
munity, and shall orient its programming toward 
promoting the interest, welfare, and entertainment 
of the Community with emphasis on enhancing civic 
development. 

The System shall insure that its programming is 
on a level of dignity commensurate with the cul- 
tural, social and moral] standards of the Community 
and shall insure that programming is impartial and 
nondiscriminatory and not directed at any specific 
racial, ethnic, social, cultural or religious group with 
a latent or implied derogatory intent. 

No member of the System shall receive a salary 
or Gerive financial benefit from the System. 

The System shall not present paid commercial 
advertising, but shall permit factual mention of 
gifts, grants, honoraria, services or donations to the 
System which enhance the technical, artistic, theat- 
rical or public service value of the system. 

No member of the System shall accept any per- 
sonal gift of money or merchandise. Acceptance ofa 
grant, service, loan, or gift of money or merchandise 
to the System which is considered integral to good 
programming or which materially adds to the artis- 
tic, technical, esthetic, entertainment or public serv- 
ice value of programming shall be permitted. 

No member of the System shall use his position 
or association with the System (or the facilities of the 
System) for personal (or political) advancement .or 


‘Prepared by the staff of DCTV, this code suggests the range 
of ethical issues involved in community operation of a channel. 
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financial reward, nor shall association with the Sys- 
tem be advertised on the System in connection with 
partisan political activity. 

A formal] procedure shall be instituted to exclude 
from membership in the System any person deemed 
to have used his association with the System with 
indiscretion or dishonesty, or to have compromised 
the integrity, dignity, social value, reputation or eth- 
ical standards of the System. 

The System shall not exclude any member of the 
Community from membership in the System nor 
shall suggestions for programming or requests for 
Community interest announcements be excluded 
from consideration unless not commensurate with 
the ethical standards of the System. 

Subjects of specific and direct editorial comment 
by the System will be accorded equal broadcast time 
to answer, rebut, counter or explain such editorial 
material in keeping with the spirit of the “fairness 
doctrine.” 

The System shall orient its political program- 
ming to contribute toward a better-informed local 
electorate. As such, it will present a balanced politi- 
cal program schedule, in keeping with the spirit of 
the “fairness doctrine,” and on an equal time basis. 
To provide a civic forum for the Community the 
views of the major participants and the major issues 
confronting the local electorate will be presented. 
However, the System will not engage directly in par- 
tisan political activity, will not present partisan 
political editorials, and will not present political is- 
sues involving the System. 
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The typographical format used in this report represents a practical application 
of current computer-associated technology to decrease the time and expense 
usually involved in manuscript preparation and typesetting. The copy ts key- 
boarded on an IBM Magnetic Tape Selectric Typewriter (MT/ST), an office 
machine designed to reduce the time required for correction and editing of 
written material. After correction, the MT/ST tape is processed through an IBM 
2495 Converter multiplexed to Rand’s IBM 860/65 computer, producing a 
standard computer-readable magnetic tape. This tape is processed on an RCA 
Spectra 70/35 and an RCA Videocomp, operated by Auto-Graphics, Inc., of 
Monterey Park, California, to produce phototypeset galleys which are then 
pasted up for reproduction. The RCA system also does the line justification and 
hyphenation, according to standard algorithms. This process results in a sub- 
stantial reduction in the author-to-reader costs normally associated with graph- 
ics quality publications. : 
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PREFACE 


Because of extraordinarily rapid technological advances in the communi- 
cations field, creating new opportunities and problems for society, there is a 
great need for systematic, objective, and independent research in the area of 
communications policy. In response to this need, The Rand Corporation has 
established a program that draws on the special knowledge of economists, 
other social scientists, engineers, and lawyers in a multidisciplinary approach 
to communications policy problems. 

This is the first in a prospective series of reports Sunported under a three- 
year grant to The Rand Corporation by The John and Mary R. Markle Founda- 
tion. It deals with a number of major issues of immediate concern to the 
Federal Communications Commission in the field of cable television. A number 
of related Rand studies in this field have been completed under an earlier grant 
from The Ford Foundation: 


e Leland L. Johnson, The Future of Cable Television: Some Prob- 
lems of Federal Regulation, RM-6199-FF, January 1970. 

e Richard A. Posner, Cable Television: The Problem of Local a eg 
RM-6309-FF, May 1970. 

@ Nathaniel E. Feldman, Cable Television: Opportunities and Problems 
in Local Program Origination, R-570-FF, September 1970. 

@ R. E. Park, Potential Impact of Cable Growth on Television Broadcast- 
ing, R-587-FF, October 1970. 
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SUMMARY 


Regulatory policy of the Federal Communications Commission has been 
oriented toward restricting the growth of cable in large markets, primarily to 
protect struggling non-network ultra-high-frequency (UHF) stations, while 
permitting cable to flourish under liberal conditions in the smaller markets. 
However, according to extensive statistical analysis at Rand, the most serious 
threat of cable is precisely in these smaller markets. Non-network UHF sta- 
tions in the large markets would be helped, not harmed by the growth of cable. 

Continuing to be concerned with the potential adverse impact of cable in 
large markets, the Commission has proposed a new “Public Dividend Plan” 
consisting of three major elements: 


1. “Commercial substitution” permitting carriage of a limited number of 
distant signals into the 100 top markets, but with commercial] advertis- 
ing carried by the distant originating stations deleted and replaced by 
advertising sold by specified local stations. 

2. Payment of 5 percent of the subscriber revenues of cable operators for 
non-commercial television service. 

3. A flat percentage of gross revenues to be paid by cable operators, in 
accordance with legislation yet to be established, sufficient to compen- 
sate copyright-holders for the use of distant signals by cable operators. 


We find, however, that the commercial-substitution scheme has serious 
drawbacks. First, it does not offer protection in the small markets where the 
impact of cable is likely to be the most severe. Second, whatever benefits would 
accrue to local broadcasting stations would depend on extraneous factors in- 
volved in the cost of substituting and deleting commercials—factors having 
little to do with whether these particular stations should be protected. Third 
the scheme carries the danger of making broadcasters increasingly dependent 
on revenues generated from advertising on distant signals and dulling their 
incentives for doing an effective job of local broadcasting. 

If the objective of protecting local broadcasting is deemed to be in the 
public interest, there are better ways to proceed. The direct-compensation plan 
outlined in this Report would involve payments by cable operators to broad- 
casting stations in accordance with actual audience loss caused by cable in both 
large and small markets. This approach has the advantages of (a) meeting 
head-on the threat of cable in small markets, (b) avoiding a capricious distribu- 
tion of benefits among broadcasters, and (c) avoiding the danger of perverse 
incentives. 

However, the objective of protecting broadcasting should not be taken as 
fixed and inviolable. Were cable companies permitted to import distant signals 
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without formal protection or compensation to local broadcasters, the results 
might well be consistent with the public interest. Stations in the larger mar- 
kets would probably not be harmed substantially in the face of widespread 
cable growth. In the smaller markets, many stations might eventually be 
forced by reduced revenues to become satellites of larger market stations, in 
the same way that satellite stations operate today in some areas of the country. 
If so, the main loss would be to the localized programming that a conventional 
broadcasting station would ordinarily transmit to its local audience. However, 
even this problem can at least be partially mitigated by requiring, through a 
compulsory license procedure, cable operators who operate within the broad- 
casting area of the satellite station to make available to that station free of 
charge any local programming that they themselves originate. In this way, 
viewers dependent on over-the-air service would continue to receive some local 
programming. 

This report suggests that the Commission permit carriage of commercial 
distant signals into the top 100 markets subject to the following conditions: 


e Restricting the number of signals to four, as proposed by the Commis- 
sion, with payment by cable operators of whatever copyright fees may 
eventually be established through new legislation. 

® Requiring the cable operator, in return for these statutory fees, to 
carry the distant signals “as is,” including the advertising of the origi- 
nating station. 

e Permitting selection of the signals without restrictions on leapfrog- 
ging, but requiring that they be carried only from stations that are not 
jointly owned with the cable system in question. 


If it is held to be vital to the public interest that provision be made for 
formal protection or compensation to commercial broadcasters, then, in addi- 
tion to the preceding conditions, cable operators should be required to stand 
ready to compensate along the lines suggested in Section HI of this Report. If, 
in fact, the growth of cable does not seriously harm stations in the major 
markets, as projected by recent Rand analysis, then cable operators would end 
up paying little or nothing. 

The Commission’s recent decision to prohibit joint ownership of broadcast- 
ing-stations and cable systems in the same market rests on weak grounds 
insofar as the prohibition extends also to non-commercial stations. However, 
if the FCC were to exempt non-commercial stations from the prohibition 
against cable ownership, it should simultaneously consider a rule that any 
cable system owned by a non-commercial station be required to carry the signal 
of at least one outside non-commercial station in addition to the local non- 
commercial signal. 

The Commission’s proposal to require cable operators to pay 5 percent of 
‘their gross subscriber revenues to educational non-commercial television is 
sound, if viewed as a substitute for the copyright payment that is ordinarily 
paid for commercial programming. However, it is important in this case that 
the cable operator be given a wide choice of non-commercial signals to be 
carried on his system. In return for the payment, he should be permitted to 
bring in at least one or two outside non-commercial signals, in addition to 
carrying the signal of the local non-commercial station. 
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I. INTRODUCTION 


THE COMMITMENT TO UHF AND 
THE EMERGENCE OF CABLE 


Spectrum space in the very-high-frequency 
(VHF) band is sufficient to provide only a few televi- 
sion channels—typically two to four—in most major 
cities. This is a serious constraint in view of the Fed- 
eral Communication Commission’s policy of promot- 
ing a wide diversity of programming, including local 
programming to meet community needs as well as 
educational, non-commercial services. The Commis- 
sion became strongly persuaded in the early 1950s 
that the development of broadcasting in the ultra- 
high-frequency (UHF) portion of the frequency band, 
in addition to VHF, was the most promising ap- 
proach to relieving the problem. Although the num- 
ber of channels in major markets using both VHF 
and UHF would remain restricted, typically ranging 
from five to seven, this would still be a significant 
improvement over broadcasting without UHF. 

However, the growth of UHF has been slower and 
less profitable than had been hoped. By the end of 
1968, only 183 commercial UHF stations were oper- 
ating out of 654 channel allocations. In 1968, only 
two of the 37 non-network independent UHF sta- 
tions reported a protit. 

In competition with VHF stations in the same 
market, UHF has been under a severe handicap. 
Propagation of signals in the UHF band is more 
strictly line-of-sight than in VHF, causing poorer 
reception in hilly or other obstructed areas. More- 
over, most receivers built in the early years were 
designed only for VHF, further restricting the size of 
audiences available to the new and struggling UHF 
stations. 

Legislation was passed in 1964 requiring that all 
television sets manufactured thereafter be equipped 
with tunérs capable of receiving both UHF and VHF 
channels. However, UHF tuners added by most 


manufacturers employ a continuous dial, which is 
less convenient than VHF detent-switch tuner. In 
belated response, the Commission has recently de- 
cided to require that sets manufactured after certain 
specified future dates have UHF tuners fully “com- 
parable” to those for VHF. 

At the time the FCC decided in favor of UHF, 
cable television (or CATV) was in its infancy. The 
early systems grew up largely in rural mountainous 
areas for homes that would otherwise have little or 
no service. The potential of cable for bringing many 
additional channels into metropolitan areas, and the 
potential conflict with over-the-air broadcasting, was 
hardly perceived. At that time, most observers had 
never heard of cable television, much less had per- 
ceived its long-term potential. - 

Having made its commitment to UHF, the FCC 
was perplexed and disturbed when it received an 
increasing number of complaints from broadcasters 
that cable systems were bringing signals into their 
television markets from distant broadcasting sta- 
tions. It was one thing for cable to carry the signal 
of local stations into nearby hilly or mountainous 
areas plagued by poor over-the-air reception. It was 
quite another for a system to bring signals from dis- 
tant stations, perhaps hundreds of miles away, in 
competition with the signals of local broadcasters. 
UHF stations, especially, were having a hard enough 
time as it was. The additional signals carried by ca- 
ble into the same market would fragment and fur- 
ther reduce the audience available to local UHF sta- 
tions. Cable systems carry the signals of UHF as well 
as VHF stations; by putting UHF on the same dial 
with VHF, cable places the two kinds of signals in 
parity. For cable subscribers, the UHF handicaps 
noted above are thus eliminated. However, the be- 
nefits of parity are generally thought to be out- 
weighed by the harmful effects of audience fragmen- 
tation. 
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™, After a number of years, during which jurisdic- 
B.. by the FCC was gradually extended over cable, 
the Commission moved decisively in 1966 to protect 
local broadcasting, particularly UHF. In its Second 
Report and Order, it ruled, among other things, that 
cable operators were not to bring distant signals into 
the top 100 markets without a prior special hearing 
and waiver. These markets, embracing metropolitan 
areas containing over 80 percent of the nation’s 
population, were singled out because the FCC judged 
that these were the markets where UHF develop- 
ment would most likely take place—hence, where 
protection would be most needed. 

However, the special hearing and waiver proced- 
ure proved cumbersome and time-consuming. More- 
over the FCC became increasingly concerned that 
cable was competing “unfairly” with local broadcast- 
ers, since cable operators pay nothing for program- 
ming carried over cable, while local broadcasters are 
subject to full copyright liability for whatever pro- 
gramming they acquire. In consequence, the Com- 
mission proposed new rules in late 1968: the hearing 
and waiver procedure would be abolished, and cable 
systems in the top 100 markets would be permitted 

‘9 import a limited number of distant signals on the 
Bo ndition that they obtain “retransmission consent” 
from the originating broadcasting stations—a condi- 
tion that also involved clearance from copyright 
owners. Outside the top 100 markets, cable operators 
remained free of the retransmission-consent provi- 
sion. 

The general effect of these rules has been to re- 
tard the growth of cable in major metropolitan 
areas. Although cable service has grown rapidly over 
the past decade, with over four million subscribers 
counted by the beginning of 1970, most of it has been 
in the smaller markets into which distant signals are 


permitted, and in a few larger markets where build- - 
ings or natural obstructions degrade the quality of 


over-the-air signals. Although, in principle, the re- 
transmission-consent approach might assist in gain- 
ing access to major markets, cable operators gener- 
ally complain that they are unable to obtain the 
retransmission consent, as defined by the FCC, ona 
satisfactory basis. 
“As a result, the FCC has been under strong pres- 
sure from all sides. Many observers point to the 
romise of cable in providing not only a vast increase 
4 the number of channels for television, but a vari- 
ety of other services such as facsimile mail, shop- 


ping, and data use." Yet it is clear that this potential 
can never be realized unless cable is able to pene- 
trate into major markets. Cable operators assert 
that in most cases major markets cannot support 
viable cable systems unless they are permitted to 
carry distant signals. Program suppliers are gener- 
ally favorable to the growth of cable, but only if 
adequate arrangements are made for copyright pay- 
ment—in contrast to the present situation, where 
cable operators pay nothing. Broadcasters (except 
those who themselves have heavy business interests 
in cable) are generally opposed to the growth of cable 


- systems carrying distant signals. 


The Commission appreciates the potential of ca- 
ble to provide more diversity in programming, in- 
cluding a greater degree of “localism” than is feasi- 
ble with over-the-air broadcast. But it is also fearful 
that expansion would reduce the level of over-the-air 
service available to those who are unwilling to pay 
for cable service, or to those who live in sparsely 
settled areas uneconomic to serve by cable. Although 
the Commission is not seriously concerned that 
television networks and their affiliated stations 
would be badly harmed by the growth of cable in 
major markets, it is troubled about the threat of 
cable to the independent UHF stations, nearly all of 
which are losing money today. 


THE PUBLIC DIVIDEND PLAN 


In an attempt to resolve the conflict between ca- 
ble and broadcasting, the FCC has recently proposed 
a new ‘Public Dividend Plan” consisting of three key 
elements: (1) “commercial substitution,” involving 
carriage of a limited number of distant signals into 
the top 100 markets, but with commercial advertis- 
ing carried by the distant originating stations de- 
leted and replaced by advertising sold by specified 
local stations; (2) payment of 5 percent of subscriber 
revenues by cable operators for non-commercial 
television service; and (3) the suggestion that a flat 
percentage of gross cable revenues paid by cable op- 
erators (in accordance with legislation yet to be 


a 


* See for example, Electronics Industries Association, Com- 


meats Filed Before the FCC, Docket 18397, October 27, 1969; and 
the President’s Task Force on Communications Policy, Final Re- 
port, December 1968, Chapter 7. 
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enacted) would be sufficient to compensate copyright 
owners for the use of distant signals.” 


PURPOSE OF THIS REPORT 


The purpose here is to examine these elements, 
and related matters, as an approach toward resolv- 
ing the conflict between cable and broadcasting. Sec- 
tion II will be devoted to the commercial-substitu- 
tion proposal, in terms of its mechanics, the nature 
of its benefits to broadcasters, and its effects on their 
incentives. In Section III, we shall consider an alter- 


* Second Further Notice of Proposed Rule Making, Docket 
No. 18397-A, July 1, 1970. Henceforth referred to as Second Fur- 
ther Notice. 


native involving direct compensation paid by cable 
operators to broadcasters in accordance with audi- 
ence loss caused by the carriage of distant signals on 
cable. In Section IV, we shall consider more broadly 
choices open to the Commission, including that of 
permitting carriage of distant signals with no formal 
protection accorded to broadcasters, but with pay- 
ments made to copyright owners. Finally, in Section 
V, we shall treat two questions of importance to non- 
commercial broadcasting—whether non-commercial 
stations should be permitted to own cable systems 
within their own broadcasting area, and whether a 
satisfactory rationale exists for the payment by ca- 
ble operators of 5 percent of their gross revenues to 
non-commercial television as proposed by the Com- 
mission. 
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ll. THE COMMISSION’S PROPOSAL FOR 
COMMERCIAL SUBSTITUTION 


If importing distant signals reduced audiences of 
local stations, could the stations be protected by sim- 
ply permitting them to sell advertising on the dis- 
tant signals, in addition to the advertising they sell 
on their own local broadcasting signals? More con- 
cretely, why not devise a system whereby advertis- 
ing sold by the distant originating station (say, in Los 
Angeles) is deleted when the signal is picked up in a 
local market (say, in San Diego)? It is this possibility 
that is now being explored by the Commission. The 
more popular the distant signals—so the reasoning 
goes—the greater the audience fragmentation, but 
“he greater also the additional revenues to the local 
stations from their advertising sales on the distant 
signals. Hence, any loss they incur as a result of a 
smaller local audience would be more or less com- 
pensated for by the additional revenues from their 
advertising on the distant signals. 

The advantage of this scheme lies in providing a 
source of revenue to compensate local stations for 
loss of audience arising from competition with dis- 
tant signals without necessarily imposing an addi- 
tional burden on cable operators. These revenues 
might not only compensate marginal UHF stations 
for audience loss but also “affirmatively promote” 
their growth. Finally, the scheme would ensure that 
distant signals include advertising relevant to the 
local markets where the signals are seen. 

Thus, the FCC is now proposing that in the top 
100 markets cable operators be permitted to import 
four signals from distant stations, with commercials 
deleted and replaced with commercials sold by local 
stations, as follows: 


1. lf there are independent UHF stations in the 

4 market, the commercials provided by these 
stations will be substituted. 

9 If there are no independent UHF stations in 


an intermixed market, the commercials of the 
UHF network affiliates will be substituted. 

3. In all-VHF markets or all-UHF markets, 
after a period of two years to permit appli- 
cants for the new UHF stations time to obtain 
permits, the commercials of all the local sta- 
tions will be substituted. 

4. Any local station, upon special showing of a 
threat to its viability or its ability to ade- 
quately serve the public, will also be given the 
right to provide their commercials. The sta- 
tion need not wait for impact resulting from 
CATV to seek such relief, but may do so at any 
time, by the submission of an appropriate de- 
tailed showing! 


This new approach is commendable insofar as it 
marks a departure from what has been, in effect, 
blanket protection accorded to all broadcasters in 
major markets. As pointed out in an earlier Rand 
study, the FCC’s past and current restrictions on use 
of distant signals serves to protect not only the strug- 
gling independent UHF stations but also the net- 
work-affiliated, highly profitable, VHF stations as 
well.” 

However, even if we accept the overall objective 
that, in the public interest, broadcasting should be 
protected through regulatory policy, the commercial 
substitution proposed has several serious draw- 
backs. These include: 


e The fact that the proposal says nothing about 
the smaller markets, those below the top 100, 


‘Second Further Notice, p. 4. 


* JLeland L. Johnson, The Future of Cable Television: Some 
Problems of Federal Regulation, The Rand Corporation, RM-6199- 
FF, January 1970, p. 76. Henceforth referred to as The Future of 
Cable Television. 
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where the effects of cable can be expected to 
be more severe than in the larger markets the 
FCC seeks to protect. 

@ The likelihood that the benefits of the plan 
will be capriciously distributed among local 
stations in the top 100 markets, depending on 
a number of extraneous factors bearing no re- 
lationship to the degree to which cable growth 
actually harms those stations. 

e The possibility that in many cases the new 
revenue source will weaken the incentives of 
the local station owner to discharge his own 
broadcasting responsibilities in a satisfactory 
manner. 


THE PROBLEM OF SMALLER 
MARKETS 


Here, as in its earlier actions, the FCC has been 
primarily concerned with the threat of cable to 
broadcasting in the top 100 markets: witness its Sec- 
ond Order and Report banning distant signals, its 
retransthission-consent proposal, and now its com- 
mercial-substitution proposal.* This emphasis per- 
sists for at least three reasons: first, it is widely be- 
lieved that the best prospects for additional UHF 
stations are in the top 100 markets (or at least in the 
top 50)—hence, the alleged need for protection from 
cable. Second, virtually all stations in the smaller 
markets, UHF as well as VHF, are network- 
affiliated, a circumstance that presumably increases 
their ability to withstand competition from cable. 
Third, it would be difficult politically for the FCC to 
deny the use of distant signals to markets that today 
do not have at least a full line-up of network fare. 
Had the FCC denied viewers access to the other net- 
works and to some independent stations through 
subscribing to cable, it would have subjected them to 
what would generally be considered grossly inade- 
quate service. Such an outcome would undoubtedly 
have generated massive protest. 


3 The Commission has never imposed specific restrictions on 
carriage of distant signals into the smaller markets. Rather, it 
examines these markets on an ad hoc basis in cases where local 
stations file petitions in accoraance with Section 74.1109 of the 
Commission’s rules relating to CATV. In its Further Notice, para- 
graph 15, the Commission stipulates, “In the markets below the 
top 100, CATV systems would not only be grandfathered, but they 
could expand with present signals.” 


However, in the long run, it is precisely in these 
smaller markets that the impact of cable is likely to 
be the most severe. In his recent Rand study, R. E. 
Park has examined the potential penetration of ca- 
ble based on carriage of a number of distant signals 
(but not including the various potential new ser- 
vices, such as shopping and facsimile mail, that have 
been widely discussed). He estimates that cable may 
ultimately grow to include roughly 60 percent of the 
households in the smatler markets—those having 
only one or two local stations—and 30 to 50 percent 
in the larger ones. On the basis of this penetration, 
he estimates that network-affiliated VHF stations in 
small markets may suffer revenue losses exceeding 
50 percent. In contrast, he estimates that in the large 
markets UHF independent stations generally. would 
be helped by the growth of cable.* 

UHF is helped in the large markets because 
placement of the UHF signal on a parity with VHF 
outweighs, or at least cancels, the audience-fragmen- 
tation effect resulting from the importation of dis- 
tant signals. In large markets, it is the network- 
affiliated and independent VHF stations that Park 
estimates will suffer some revenue loss, perhaps as 
much as 20 percent.® Here again, the reason is clear 
enough: Since the “parity effect” is not relevant for 
VHF signals, there is nothing to offset the audience 
fragmentation in the local market. 

Park’s ‘analysis provides empirical support for an 
argument made in the earlier Rand study. That is, 
in terms of percentage losses of audience, stations in 
a one- or two-station market are more clearly threat- 
ened by the import of an additional four signals (in- 
cluding those of the missing network) than is a sta- 
tion in, say, a six-station market. In the larger mar- 
ket, the audience is, so to speak, already fragmented. 
The additional harm that distant signals can do is, 
therefore , relatively limited.® 


« RE. Park, Potential Impact of Cable Growth on Television 
Broadcasting, The Rand Corporation, R-587-FF, October 1970. 
Henceforth referred to as Impact of Cable Television. 


5 These estimates deal with reductions in revenue only in the 
station’s local market. They overstate the potential overall losses 
to the station insofar as its signal is carried on cable to distant 
markets as well, and insofar as the distant audiences have adver- 
tising value to the originating station. The partially offsetting 
effect is probably more important for large- than for small-market 
stations, since it is the former whose signals will be most in de- 
mand by distant cable systems. If so, it may be reasonable to 
conjecture that large-market stations will not generally suffer 
overall revenue losses, while small-market stations will continue 
to be disadvantaged. 


* The Future of Cable Television, p. 76. 
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.Park’s conclusions are important, because they 
BB cost that current regulatory thinking is based on 
presumptions quite erroneous. Rather than threat- 
ening UHF stations in the major markets, as the 
Commission fears, cable penetration will have its 


most severe impact on VHF network-affiliated sta- . 


tions in the smaller markets—a problem that the 
FCC has largely neglected.” If the FCC is concerned 
about maintaining adequate over-the-air service for 
those unwilling or unable to subscribe to cable, it 
should concentrate on the smaller, not on the larger, 
markets. In the latter, viewers now enjoy, and will 
continue to enjoy, a substantial range of over-the-air 
service with or without cable. It is the rural viewer 
in the more sparsely populated portions of the coun- 
try who would seem most vulnerable, for he is the 
one totally dependent on service from one or two 
stations. 

If this is true, then the solution might appear to 
lie in simply expanding the commercial-substitution 


plan to a/l markets, small as well as large. But here 


we encounter the problem of high costs for the equip- 
ment and selling efforts involved in inserting local 
advertising on incoming signals. It is not entirely 
B lear that these costs are within manageable propor- 
Brion in many of the large metropolitan markets, let 
alone in the smaller ones. The FCC has suggested 
that a computer switcher at the cable headend re- 
quired for deletion of the incoming commercials 
would involve an investment of perhaps $50,000; 
helical sean recorders, of which three or four would 
be required, would run to about $18,000 apiece.* Us- 
ing these investments costs, we derive the figures 
shown in Table 1. 

For major metropolitan cable systems embracing 
many thousands of subscribers, the per-subscriber 


™ Ifthe threat is primarily in the smaller markets, the ques- 
tion arises as to why stations in these markets have not com- 
plained more vocally, since distant signals have been imported 
into the markets for many years. The answer is that (a) despite 
rapid cable growth, most smaller markets still have far to go 
before reaching the ultimate penetration level of 60 percent or so 
estimated by Park; (b) the overall growth of television revenues 
has been rapid over the last decade (having doubled between 1960 
and 1968), and this strong upward trend has helped to conceal 
whatever revenue reductions might have been generated by ca- 
ble; (c) as mentioned in the preceding footnote, carriage by cable 
of stations’ programming and advertising inte yet other markets 
may have a partial offsetting effect to the extent that the distant 
audiences have an advertising value to the originating stations, 
and (d) these stations have less power in the political arena than 
those in the larger markets—hence, their voices have not been as 
udly raised or as widely heard. 


® FCC, Staff Report, “The Economics of the TV-CATV Inter- 
face,” July 15, 1970, p. 28. Henceforth referred to as Staff Report. 


Table 1 


EstIMATED ANNUAL EQUIPMENT AND OPERATING Costs 
OF COMMERCIAL SUBSTITUTION 


Amortization and interest at 8% 


(assuming 10-year equipment life) .......... $18,000 

Maintenance (10% per year of 

WALECAL BIL VOBEIIEKID cee ttat prise ste 5 <1 oairislsce's 12,000 

Technicians (two at $10,000 annually, 

tO) OPeracve equIpIMenbener rats 54cm sees 20,000 
TLOpaleatin Ua lceOsleain eric esas wie eke ea. $50,000 


burden imposed by a $50,000 annual expenditure 
may not be prohibitive. In many cases, distant sig- 
nals will be brought in by microwave to feed a num- 
ber of adjoining large metropolitan systems. Here 
the cost of the equipment, installed at the microwave 
terminal rather than at separate headends, could be 
spread over all the systems. For cable systems en- 
compassing 100,000 subscribers, the total annual 
cost estimated in Table 1 would amount to only 
about 50 cents per subscriber. 

In the smaller markets the situation is much diff- 
erent. The majority of cable systems, already num- 
bering in excess of 2,000, are located in these smaller 
markets. They are generally small, scattered, and 
not interconnected; in many cases they carry distant 
signals by over-the-air pick-up rather than by mi- 
crowave link. For a system embracing, say, 4,000 
subscribers, the cost per subscriber for the equip- 
ment and its operation would run to about $12 annu- 
ally—a figure that seems high in comparison with 
the revenues to be derived from inserting advertis- 
ing on distant signals.® Moreover, the $12 figure does 
not include the cost of selling advertising in the local 
market and is itself probably an underestimate of 
even the equipment and operating cost.'® Jn short, 


® According to Park’s analysis (Table 4.1), the average an- 
nual advertising revenue generated by a home in which television 
is watched 60 percent of the time during prime time is roughly 
$26. (His figure of $43.20 multiplied by 60 percent is equal to 
$25.92). If we assume that cable subscribers in this small market 
devote half of their watching time to distant signals, then the 
value of those signals to the local broadcaster for advertising 
purposes is about $13—hardly more than the $12 figure estimated 
above for the cost of commercial substitution. 


10 The $12 figure, derived from the overall annual cost of 
$50,000 estimated above, does not include any proration of the 
equipment cost at the originating broadcasting station required to 
transmit coded signals to trigger the switcher computer, nor does 
it include the cost of film or video tape carrying the locally sold 
advertising. In addition, if the equipment operates say 16 hours 
a day, 7 days a week, and if one technician is required full time, 
then at least three technicians rather than two would be required. 
Of course, in the longer run, technological advances and higher 
levels of automation may drive down these costs. 
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the commercial-substitution plan is least likely to 
work in those markets most seriously threatened by 
cable. 


THE PROBLEM OF CAPRICIOUS 
DISTRIBUTION OF BENEFITS 


Even if the growth of cable wil] not actually harm 
UHF (as shown by Park’s analysis), the commercial- 
substitution scheme is appealing in that it offers a 
source of revenues that would “affirmatively pro- 
mote’? UHF. Since the revenues would come from 
additional advertising revenue, and since the be- 
nefiting local advertising stations would bear the 
substitution costs, UHF development might be as- 
sisted with no burden on either cable operators or 
subscribers."? 

The problem here is that the extent to which par- 
ticular broadcast stations are aflirmatively pro- 
moted depends largely on factors having nothing to 
do with whether, in the public interest, these par- 
ticular stations ought to be helped. Take the case of 
a UHF station operating at a loss in major market 
“A.” In accordance with the commercial-substitu- 
tion plan, this station would have the opportunity to 
advertise on the distant signals carried by cable sys- 
tems operating within its local market. However, let 
us say that the cable systems in its loca] market are 
numerous and scattered, since the area, in addition 
to a major city “A,” consists of assorted suburbs and 
small towns each having separately franchised cable 
operators. Moreover, even within city “A” several 
franchises are operating in various geographical lo- 
cations. Distant signals are brought from market 
“C” which is near enough to market “A” to permit 
all cable systems in market “A” to pick up the sig- 
nals over-the-air rather than by microwave feed. In 
this case, the UHF station finds, to its regret, that, it 
has little to gain by selling advertising on the incom- 
ing distant signals. Equipment of the sort listed ear- 
lier would have to be installed at each headend, or 


12 Who pays for the equipment and other costs associated 
with deleting and substituting commercials is not clear. The Com- 
mission notes: “As to costs, our present view is that the cost of the 
switching and related equipment should be borne by those sta- 
tions which benefit from the commercial substitutions.” But the 
Commission goes on to say, “However, we specifically call for 
comment on whether the CATV system should not be cailed upon 
to either bear the costs or else to share them substantially,” Sec- 


ond Further Notice, paragraph 10. 


all the systems interconnected into a single network. 
In either case, after taking account of the additional 
advertising-selling expenses as well, the station op- 
erator finds that the overall costs of commercial sub- 
stitution equal or exceed the additional advertising 
revenues. _ 

Take another case: a UHF station in market “B” 
also suffering a loss. However, it is much luckier 
than the station in market “A.” Distant signals, com- 
ing from market “D” several hundred miles away, 
must be fed into local cable systems by microwave 
relay rather than by over-the-air pickup. By install- 
ing one set of commercial-substitution equipment at 
a microwave terminal, the station is able to cover 
virtually all cable subscribers within its market. 
Moreover, since the distant signals from market “D” 
are quite popular in market “B,” the station finds 
commercial substitution a most attractive venture— 
enormously profitable, in fact, since the UHF station 
pays nothing for the incoming, widely popular pro- 
gramming. (Had the station itself broadcast the 
same programming, it would have been subject to 
full copyright liability!) The station’s owners are 
pleased that their business interests have been so 
“affirmatively promoted” by the FCC’s plan. 

To goastep further we find that, according to the 
FCC’s priority list, in markets with no UHF stations, 
VHF stations (including.network affiliates) would 
have the right to substitute advertising on the dis- 
tant signals. According to the rotation scheme 
proposed by the FCC, they would presumably share 
these revenues equally. Here again, the size of these 
revenues would bear little relation either to the im- 
pact of cable on each particular station or to the 
relative profits of the stations participating in the 
plan. Highly profitable VHF stations, along with the 
marginal ones, would get their share of the revenue. 

Perhaps in anticipation of these kinds of prob- 
lems, the Commission does specify in its priority list 
that “any local station, upon special showing of a 
threat to its viability or its ability to adequately 
serve the public, will also be given the right to pro- 
vide their commercials for substitution.” Moreover, 
the Commission goes on to state, “the station need 
not wait for impact resulting from CATV to seek 
such relief, but may do so at any time, by the submis- 
sion of an appropriate detailed showing.” Unfortu- 
nately, this provision opens a hornets’ nest: how is 
the appropriateness of a detailed showing to be 
judged, especially since the station ‘need not wait 


be | 
i toipphn: abbierdite 7 - ‘ one 
7 ef 7 ; ae, A 
ae 4 : ¥ Pein ay ¢ : 17 5 ; cy: 
ve ba ; > ’ mat ka 
a Pwr dy Seat He nat eae Pe Fae 
yy ; ty, q ore 
y 4 ere hel a unos oa ; * 
ae x . ' é 
fi" A sylyon ihe ihre? y bbe ie 1s a) oiin Dies : 
: j 
: rbd be Rigger tL Parsi a) Oe Arie * i ‘i 
hale vv eid ae eh ae | y ou Pad) F = . ; Se We 
pritie he ies vals ne) iy 
Lay t all Tt i >» “] 
Mulan ireher « i wl 
1) A Lah b4 } sj 4 
—~ Te? : 
art ' av 
; ) my 
ait it \ A ’ 
‘ i ban! J 
1 r \ § 
uJ i Pre ' 
' 7 
} : 1 ‘ q seh 
Y j -" 
\ rt 
f "ij vs ; 
i \ { f 1 7 , " ? t , 
e “it 7 To 
: by, ri af i he 
he 4iyie ee ; ia a¢| I Vth i, ; 5 j as 


+ heiheiah wat 3 | hiitaia~ Soler: | ‘i me 
favds alin: ets a leprae Saaeld , aE tn 
tnaiiNe (tte fig) oe ws) Gece TRU kt ew | 
yn thus (Maf Ao, ‘idinty Ye, eager Chania die 
a arene hi xf bape 4 i lire Gwiteiert dead al ball ite ‘ 
; Le this. VA “hice, Ure ada | | 
SF eed wo Oh Givi vw Sr Lecce } wo cay OM 
ane lt! ju Wolly ah Men Mie. il areal ir er he 
4 “ ball lf a re pls Gilt @ nul 6) S004 jo teen wal 


in 
eee ries eps eh 5 so id “ wor ren ing 


q 


te eS Tah antd We Panic 
é \ ft) 5 1% ina} ¢ 


i : 5 
Letwiw.t oder ey ft LA, Ge 
Pa aA way hy ae AM on fi e's ~ 

be 14 wij! 4 mattis of 


Bcial 


for impact resulting from CATV to seek such relief”? 
~/hat are the ground rules for deciding whether the 
ability to adequately serve the public has been com- 
promised? If a network-affiliated VHF station qua- 
lifies for relief under this provision, does it share 
equally with UHF stations higher on the priority 
list, or would it take a larger share if the UHF sta- 
tions cannot demonstrate that their viability or abil- 
ity to adequately serve the public has been jeopard- 
ized? 

It is dismaying to contemplate the extended hear- 
ings, delays, and controversial decisions that would 
arise out of the operation of this special provision. 
The Commission faced a similar situation when it 
instituted the special hearings-and-waiver proced- 
ure for the import of distant signals into the top 100 
markets in accordance with its Second Report and 
Order mentioned previously. The procedure quickly 
bogged down, to the frustration of practically every- 
one, and was eventually abandoned. What is much 
needed is a set of clear-cut, relatively unambiguous 
rules that are sufficiently well-conceived that they 
do not require such escape clauses. 

The point, again, is that the benefits of commer- 
substitution are distributed fortuitously. 
“Whether a particular station gains depends on the 
cost of commercial-substitution equipment, the 
configuration of cable systems that happen to lie 
within its local market, the geographical proximity 
of that market to other markets from which distant 
signals are brought, and so forth. Some stations 
would gain nothing, while others would enjoy wind- 

falls. 

Finally, one might argue that the commercial- 
substitution scheme is attractive at least in helping 
to ensure that commercials seen by local cable sub- 
scribers are relevant to their own interests. (That is, 
nothing would be gained by the cable subscriber in 
Phoenix viewing distant-signal programming carry- 
ing Los Angeles used-car advertisements.) Alas, even 

‘this argument is breaking down. As cable continues 
to grow and as distant markets become increasingly 
attractive to originating stations, they will undoubt- 
edly tailor their advertising appeals more and more 
to regional and national, rather than to local, adver- 
tisers. For example, the broadcasting station in Los 
Angeles, learning over time that an increasingly 

arge proportion of its total audience is drawn from 

‘able subscribers in distant markets, will slant its 

advertising away from products only sold locally and 


toward products sold regionally and nationally. At 
the same time, local advertisers may be attracted to 
buying time on local-origination channels of cable 
systems, as well as on broadcasting stations whose 
signals are not in strong dernand in distant markets. 


THE QUESTION OF PERVERSE 
INCENTIVES 


-A third major aspect of commercial substitution 
relates to its effects on the behavior of broadcasters 
benefiting from it. Would the opportunity for large 
revenues derived from advertising on incoming dis- 
tant signals sharpen or blunt their incentives to do 
a good job in local broadcasting? (We shall judge a 
“good job” in terms of such things as presenting, 
during prime time, perceptive local news coverage, 
other local affairs, cultural and educational pro- 
gramming and entertainment programming of high 
quality—all in contrast to the mornings, afternoons, 
and evenings of old movies and reruns of canned, 
nationally syndicated fare.) In response to this ques- 
tion, one can offer two views. 


The Pessimistic View 


One can argue that incentives would be blunted 
because the large potential revenues (at least in 
some markets) from commercial! substitution would 
(a) distract broadcasters away from their respon- 
sibilities in local broadcasting and toward the more 
remunerative task of selling advertising on distant 
signals, and (b) attract into the industry entre- 
preneurs who have no deep interest in local broad- 
casting, but who wish to establish their “rights” to 
commercial substitution. 

Generally speaking, the problem worsens (a) the 
smaller is the number of stations having a right to 
insert commercials in a given local market, (b) the 
more popular are distant signals in that market (in 
terms of the proportion of viewing time), and (c) the 
higher is the level of cable penetration in that mar- 
ket. 

More specifically, suppose that the market con- 
tains only one UHF station (either independent or 
network-affiliated). According to the Commission’s 
proposal, this station would have the sole right to 
advertise on incoming distant signals (subject to 
whatever application might be made of the escape 
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clause mentioned earlier). Suppose that the station 
is in a large market where there are two or three 
interconnected major cable systems serving a total 
of 100,000 subscribers. Here the potential] revenues 
could be quite large and essentially independent of 
how good a job the station does in its local broadcast- 
ing. If we take Park’s figure of $26 per home as the 


average advertising value to the television indus- — 


try’* and assume that cable subscribers in this mar- 
ket watch distant signals one-third of the time, the 
advertising value of commercial substitution to the 
UHF station would be roughly $8 annually or $800,- 
000. If we subtract $200,000 for equipment,’* ad- 
justed gross revenues would be $600,000—an 
amount easily as large or larger than the station’s 
gross revenues from local broadcasting!** After sub- 
tracting advertising sales expenses from the $600,- 
000, the station operator might still have a net profit 
far exceeding anything he could expect in broadcast- 
ing itself. 

The UHF station owner may reason that his 
broadcasting activities have dim long-run prospects. 
In any event, in competing with powerful network 
VHF stations in his local market, he will have a 
continuing UHF handicap in serving viewers who 
are not cable subscribers. Moreover, he is required to 
pay full copyright for any attractive programming 
he carries over the air, and the cost of this program- 
ming is high. Or to express it differently, the compet- 
ing VHF stations are able to outbid him for the best 
programming. 

With the possibility of commercial substitution, 
however, his world changes. Here, without paying 
any copyright, he has access to attractive program- 
ming carried to cable subscribers over four distant 
signals. With the future of UHF not being all that 
bright (he might reason) and with advertising on 
distant signals so profitable, why not simply con- 
tinue doing a token job of local broadcasting and live 
off the distant signals? 

At the present time there are 26 markets in the 
top 100 where only a single commercial UHF station 
operates (in addition to the VHF stations). Presuma- 


12 See above, footnote 9. 

18 To be conservative, we quadruple the equipment and oper- 
ating cost shown in Table 1 to derive the estimate of $200,000. 

4 In 1968, 154 UHF stations reported total revenues of $90.9 
million, or an average of about $600,000 (FCC, TV Broadcast 
Financial Data, 1968, Table 2). Park estimates an average reve- 
nue of $568,000 for the 47 independent UHF stations in his sam- 
ple. 


bly, these UHF stations would have first crack at 
commercial substitution on distant signals. More- 
over, were all authorized UHF stations actually 
operating, 29 of the top 100 markets would be left 


- with a single UHF station. If all UHF channels al- 


located in the top markets were actually in use, eight 
markets would have only one UHF station, 32 would 
have only two stations, and another 33 would have 
only three.'® Even if commercial substitution were 
shared by two or three UHF stations in these mar- 
kets, the potential revenues would still be large, 
especially if these stations were to cooperate in the 
use of commercial-substitution equipment. 


The Optimistic View 


The optimistic view can be expressed more 
briefly, because it uses much of the same reasoning 
as above—except in a different light. One can argue 
that the FCC can more easily encourage or force the 
station to do a better job in local broadcasting pre- 
cisely because it does enjoy large revenues from an 
independent source (that is, from advertising on dis- 
tant signals). Many UHF stations do not provide 
high-quality programming or presentations catering 
to local community needs (especially during prime 
time), since the programming is expensive and has 
only a very limited audience appeal. To shift toward 
these kinds of programming and away from the old 
movies and syndicated materials would entail even 
larger losses than the stations already suffer. Under 
these difficult circumstances, the FCC can do little to 
promote better performance. 

However, if the station has a large independent 
source of revenue, it would have less excuse for not 
expanding its unprofitable operations over the air. 
Here, the Commission would have greater leverage 
or bargaining power in encouraging or forcing better 
performance. 


The Role of the Commission 


The extent to which either of the above views is 
valid hinges crucially on the willingness and the 
ability of the Commission to exercise leverage and 
bargaining power. Recognizing the potential danger 
of perverse incentives, the Commission states: 


1S Staff Report, tabulated from Table 1. 
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“f experience shows that there is a problem in 
this respect, it can be remedied by a number of 
devices (e.g., requiring a high power, tall an- 
tenna UHF operation, etc., within a certain 
number of years as a condition of continuing 
the commercial substitution privilege; redis- 
tributing the commercial substitution privi- 
leges to other local stations in the market, etc.). 
Indeed, after the passage of time, the plan 
would of course be subject to reevaluation, and 
possibly the other local stations would be al- 
lowed some participation in the commercial 
substitution arrangement, if the UHF stations 
were then on a solid footing.'® 


On the basis of past regulatory experience, one 
has reason to be pessimistic about the Commission’s 
being able to move quickly and effectively. It is easy 
enough to say that the Commission could require 
stations to operate at higher power or that it might 
allow other local stations “some participation.” But 
in the absence of clear-cut quantitative criteria, who 


16 Second Further Notice, paragraph 8. 


10 


is to decide, and on what basis, whether a particular 
station is doing a goed enough job to merit the right 
to participate in the commercial-substitution 
scheme? Especially worrisome is the potential in- 
volvement of the Cornmission in prescribing pro- 
gram content—an involvement flowing from judg- 
ments about broadcaster performance as means. of 
deciding who is and who is not to participate in the 
commercial-substitution plan. This eventuality 
would raise in a new and disturbing form the ques- 
tion of government control over program content. 

If one thing is clear from history, it is that the 
Commission has an extraordinarily difficult time in- 
fluencing the behavior of stations In ways contrary 
to their private profit-making interests. Once rules 
are established, vested interests grow through time 
on the basis of these rules, and it is not easy to 
change them. Clearly, in designing well-conceived 
policies one needs rules that by their nature lead the 
regulated firms in the right direction without re- 
course to qualitative judgments by the Commission 
—and the resultant hearings, waivers, and confusion 
as to who has the right to do what. 
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TED. 


THE ALTERNATIVE OF DIRECT . 


COMPENSATION 


The Commission emphasizes that its proposal is 
no more than tentative: 


We stress that it is just that—a proposal which 
must pass the test of scrutiny and analysis in 
this rule making process. If feasible, it appears 
to hold great promise for the public interest, 
and therefore we are duty-bound to explore it. 


The Commission goes on to note, “Finally, it may be 
that there are other alternatives which should be 
considered here.” The Commission suggests several 
possibilities, including “...a system of payments to 
the UHF and ETV by the CATV system.” ' This 
possibility of direct payment is explored below. 

If broadcasting merits protection, it seems prefer- 
able simply to have the cable operator compensate 
local station owners directly in accordance with the 
reduction in their audiences actually suffered as a 
result of cable. Although not without its problems, 
direct compensation could be implemented in a tol- 
erably satisfactory manner without encountering 
the more serious drawbacks of the commercial-sub- 
stitution approach discussed above. 


THE MECHANICS 


The direct-compensation approach devised here 
involves three major elements: 


e Computing the “audience loss” suffered by 
the local broadcasting station, measured by 
the difference between its share of the cable 
audience and its share of the non-subscriber 


1 Second Further Notice, paragraph 18. ETV etands for Edu- 
cational (i.e., non-commercial) Television. 
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audience within the geographical area cov- 
ered by its signal. 

@ Multiplying this loss by the “value of audi- 
ence” factor reflecting the advertising value 
to the station of a “television home.” 

e Taking into account a “financial qualification 
factor” under which particular stations suff 
ering an audience loss would be compensated 
(or not) according to their profit positions in 
the face of cable growth. 


To illustrate, let us consider a four-station mar- 
ket with one independent UHF station (operating at 
a loss) and three network-affiliated VHF stations. 
Within the franchise area of cable system “A” it is 
determined by a sampling technique that cable sub- 
scribers and non-subscribers view the four signals in 
the percentages shown in Table 2. In accordance 
with Park’s conclusion that the local UHF station is 
not hurt by cable, the audience share of the UHF 
station stands at 15 percent for cable subscribers and 
10 percent for non-subscribers. VHF stations, how- 
ever, suffer some audience loss—shown in the right- 
hand column of Table 2—as a result of subscribers’ 
having access to distant signals. 

Next, we must specify the “value of audience 
loss.” For the moment, let us simply take the overall 
national average value of a television home to the 
television industry for advertising purposes. As 
noted earlier, Park computes this figure at roughly 
$26 annually. Thus, for each cable subscriber the 
annual revenue loss to VHF 1 would be about $2.60 
(the 10 percent loss of subscriber viewing time in 
Table 2 multiplied by $26.00); to VHF 2, $2.08; and 
to VHF 3, $3.90. Or, to express it differently, the 
value of the non-subscriber to VHF 1 is equal to 25 
percent (its share of audience in Table 2) of $26.00, 
or $6.50; the value to the same station of a cable 
subscriber is only 15 percent of $26.00, or $3.90; and 
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the net revenue loss to the station is $6.50 minus 
BP s.00, or $2.60, as above. 


Table 2 


ILLUSTRATION oF Impact or CABLE ON BROADCASTING 


Shares of Viewing Time 


(1) (2) Audience 
Cable Non- Gain (+) 
Subscribers Subscribers or Loss (—)® 

Station (percent) (percent) (percent) 
UHF 15 10 +5 
VHF 1 15 25, ~—10 
VHF 2 22 30 —8 
VHF 3 20 35 —15 
Distant. signals 28 0 +28 

100 100 


* As a percentage of total viewing time by cable subscri- 
bers (Col. 1 minus Col. 2). 


Finally, we must delineate the “financial qualifi- 
cation factor” that determines the extent to which 
these stations are to be compensated for audience 
> There are at least three alternatives: 


~ 1. A rule could be established 
that only those stations suffering overall finan- 
cial /osses qualify. Let us suppose that both 
VHF 2 and VHF 3 continue to make profits 
though at reduced levels, while VHF 1 suffers a fall 
in revenues such that it now takes an accounting loss 
along with the UHF station. In this case, only VHF 
1 would receive a payment from the cable operator, 
since in our example it is the only one of the four 
stations that suffers both an audience loss and an 
overall financial loss. The operator of cable system 
“A” would therefore pay to VHF 1 a total of $2.60 
per year for each of his subscribers, as computed 
above. If his gross annual revenue per subscriber is 
$60 (roughly the national average), the payment 
would run to less than 5 percent of his total revenue. 

2. In response to alternative 1, other stations 
mightcomplain that their audience is also being re- 
duced by the growth of cable and that, although they 
still enjoy positive profits, the quality of their pro- 
- gramming is compromised and their ability to ren- 
der public service is weakened. (Here they could 
x to Park’s conclusion that, in general, the larger 


’ 


. station revenues, the larger a/so both the num- 
r of hours and the amounts of money spent by the 


specifying 


station on local programming.?) Also, the all-or-noth- 
ing compensation approach of alternative 1 may 
lead to perverse incentives. A station owner might 
be encouraged to suffer some small accounting loss 
in order to qualify for a relatively large payment 
from nearby cable operators. 

In response to these problems, a rule could be 
established specifying that all broadcasters suffer- 
ing audience loss as a result of cable would qualify 
for compensation. In this case, the cable operator 
would pay not only $2.60 per subscriber per year to 
VHF 1, but also $2.08 to VHF 2 and $3.90 to VHF 3 
—for a total of $8.58 per subscriber per year. The 
troubling question here is whether stations that 
earn high profits even in the face of cable growth 
ought nevertheless to be compensated at the expense 
of the cable operator, and ultimately at the expense 
of the cable subscriber. 

3. As a compromise, a “sliding scale” rule 
could be established. The amount of compensa- 
tion would be adjusted not only by the relative 
viewing “split” between cable subscribers and non- 
subscribers, but also by the level of profit enjoyed by 
the station in question as a percentage of its reve- 
nues. Stations that suffer overall financial losses 
would continue to be fully compensated as in alter- 
native 1, while those suffering positive though re- 
duced profits would obtain partial payment on aslid- 
ing-scale basis, as shown in Fig. 1. This schedule 
indicates that if'a station earns zero profit, it receives 
100 percent compensation based on the $26-per-year 
figure, while a station earning a profit of 5 percent 
of total revenue would have its compensation re- 
duced by 50 percent and a station earning as much 
as 10 percent of annual revenue would receive noth- 
ing. Since VHF 1 suffers an accounting loss, it would 
be paid the same amount ($2.60 per subscriber) as 
before. If VHF 2 has profit equal to 5 percent of gross 
revenues, it is paid $1.04 instead of the $2.08 com- 
puted above. If VHF has profits of 15 percent of reve- 
nue, it receives no compensation, despite the fact 


. that it suffers some audience loss. While its audience 
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has been reduced somewhat by the growth of the 
cable, its profit margin is nevertheless such that it 
deserves no special consideration. Altogether, the 
operator of cable system “A” would annually pay 
$2.60 per subscriber to VHF 1 and $1.04 to VHF 2, 
for a total of $3.64, or about 6 percent of his total 


* Impact of Cable Television, pp. 48 - 60. 
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revenues of $60 per subscriber per year. Other cable 
systems operating in this area, in addition to system 
“A,” would pay in accordance with the saime 
schedule and the audience split shown by sample 
surveys in their own franchise areas. 
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Station profits as a percentage of revenue 


Fig. 1—Hypothetica] sliding scale of compensation 


(Negative profits would also qualify 
the station for 100% compensation) 


An advantage of the sliding-scale approach is 
that it gives recognition to the fact that some profit 
is necessary to maintain an adequate quality ofserv- 
ice in the public interest. At the same time, the slid- 
ing scale avoids the troublesome alternative of com- 
pensating stations that remain highly profitable 
even in the face of widespread cable penetration. 


AN EXAMPLE DRAWN FROM THE 
SAN DIEGO MARKET 


To gain a better idea of the magnitude of pay- 
ments that might, in fact, be made by cable operators 
to broadcasting stations, let us turn to actual audi- 
ence survey data in the San Diego market, as com- 
piled for the FCC, and compute the hypothetical pay- 
ments that would be made by a cable operator under 

this direct compensation plan. Columns 2 and 3 of 
Table 3 contain the overall audience shares for a 
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number of local and distant stations in the San Diego 
market.’ 

Suppose that the audience shared within the 
franchise area of cable operator “A” is the same as 
that shown for San Diego in Table 3. The operator 
would pay nothing to the Los Angeles stations, since, 
as we would expect, in all cases their proportion of 
the cable audience is as large as, or larger than, their 
proportion of the non-cable audience in the San 
Diego market. (For example, Los Angeles station 
KNBC has 4.1 percent of the cable audience of opera- 
tor “A,” but only 3.1 percent of the non-cable audi- 
ence in the same area.) It is also noteworthy that 
station KCST, which is a local independent UHF 
station, also has a larger audience share on cable 
than outside it—a result consistent with Park’s con- 
clusion that independent UHF stations will be 
helped rather than harmed by cable. The only sta- 
tions suffering audience losses as a result of cable are 
the three local network affiliates: XETV, from 25 
percent down to 16.5 percent; KFMB, from 31.2 to 
22.7; and KOGO, from 31.2 to 24.8. Their losses of 
viewing time among cable subscribers are respec- 
tively 8.5, 8.5, and 6.4 percent of the total viewing 
time of subscribers, shown in the last column of Ta- 
ble 3. 

Since we do not have access to the individual 
financial statements of the stations, we cannot apply 
a hypothetical financial qualification test to deter- 
mine which, if any, would qualify for compensation. 
Therefore, as an extreme case let us assume that all 
three qualified for full compensation. Using the $26 
figure as the compensation factor, the cable operator 
would pay 8.5 percent of $26 to station XETV, 8.5 
percent of $26 to KFMB, and’6.4 percent of $26 to 
KOGO, for a total of $6.08 per year per subscriber. 
More probably, the operator would pay less than 
that amount, since one or more of these affiliates are 
likely to be making sufficient profit to render them 
eligible for only partial or no compensation, in ac- 
cordance with the sliding-scale approach described 
above. The point is that even ifall did qualify for full 
compensation, the figure of $6.08 per year, amount- 
ing to about 10 percent of typical per-subscriber an- 
nual revenues, would not appear to be an exorbi- 
tantly high amount for the privilege of bringing four 
distant signals into the local market. 


$ Since these audience shares do not add exactly to 100 per- 
cent, we make a minor adjustment to convert them to a base of 
100 in columns 4 and 5. 
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Table 3 


SHARES OF Vrewinc Time By CABLE AND Non-CABLe AUDIENCES, 
SAN DizGo, CALIFORNIA 


(ARB February/March 1970, TV Diary Data, Sunday through Saturday) 


(2) (3) 
Cable Non-Cable 
Audience Audience 
(1) Share* Share’® 
Station (percent) (percent) 
XETV> 16 24 
KFMBD? ~ 22 30 
KOGO> 24 30 
KCST (UHF)> 3 2 
KABC 8 2 
KTLy: 6 — 
KCOP 7 2 
KNXT 3 3 
KNBC 4 3 
KTLA 4 — 
97 96 


(6) 


Audience 
(4) (5) Gain (+) 
Cable Non-Cable or Loss (—)? 
(percent) (percent) (percent) 
16.5 25.0 —8.5 
22.7 31.2 —8.5 
24.8 31.2 —6.4 
3.1 Did +1.0 
8.2 raat +6.1 
6.2 — +6.2 
Wee 2.1 +5.1 
3.1 al — 
4.1 alae +1.0 
4] — +41 
100 100° 


* Source: FCC, Staff Report, ‘The Economics of the TV, CATV Interface,” July 15, 1970, 


ARB Special Tabulation, p..11. 


* As a percentage of viewing time by cable subscribers (Col. 4 minus Col. 5). 
_» These four stations are local to the San Diego market. The others transmit from Los 


Angeles. 


© Does not add precisely to 100%, because of rounding. 


To be sure, this is a highly simplified example. It 
assumes that cable operator “A” faces the audience- 
fragmentation factors shown in the FCC’s data for 
the entire county of San Diego in Table 3. Moreover, 
a number of adjustments and qualifications would 
have to be made to the direct-compensation ap- 
proach to make it more applicable to the real world. 
But before discussing these modifications and qua- 
lifications, it is important to point out how the direct- 
compensation scheme would meet more adequately 
than does the commercial-substitution plan the 
FCC’s objective of protecting local broadcasting. 


ADVANTAGES OVER COMMERCIAL 
SUBSTITUTION 


Covering Small Markets 


The direct-compensation approach copes head-on 
with the problem posed by cable in small markets in 
way that commercial substitution cannot. If the 
small-market stations are the ones most threatened, 
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as shown in Park’s analysis, then they would receive 
the largest payments from cable operators. 

For example, consider a market in which only 
one station operates. It has 100 percent of the close- 
in audience and, if we assume a network affiliation, 
perhaps it has done fairly well in financial terms. 
However, with the rapid growth of cable its audience 
share for cable subscribers falls precipitously to, say, 
30 percent. Let us suppose that it now loses a sub- 
stantial amount of money. In the longer run, let us 
suppose further that in the absence of relief the sta- 
tion will be forced off the air, to the detriment of 
those viewers dependent on over-the-air service. 
Once the appropriate rules were established for di- 
rect compensation, the station would receive a sub- 
stantial payment from cable operators. In the sta- 
tion’s close-in area it would receive 70 percent of 
$26.00, or $18.20 annually per cable subscriber. In 
the station’s fringe area, where its signal is poor and 
the signals of other stations intrude, let us suppose 
that its non-cable audience share is 50 percent; while 
its cable audience share is 30 percent. In this case, 
the cable operators in question would be obliged to 
pay 20 percent of $26.00, or $5.20, per subscriber. In 
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= yet more distant areas, where the station’s audience 
r share is very small and is essentially the same for 


cable and non-cable viewers, cable operators would 
pay nothing. 

Here the obligations of cable operators to com- 
pensate broadcasters are clear-cut, regardless of 
such extraneous factors as the cost of computer 
switchers, scan recorders, selling advertising, and 
the other factors involved in deleting and inserting 
advertising in accordance with commercial substitu- 
tion. If a station is threatened, as determined by the 
audience loss in fact taking place and its profit posi- 
tion in the face of this loss, it is compensated in 
direct proportion to the threat without involving the 
Commission in case-by-case hearings, special waiv- 
ers, pleadings, and other time-consuming, frustrat- 
ing, and frequently counter-productive administra- 
tive burdens. 

In short, while commercial substitution fails to 
come to grips with the threat of cable where it seems 
greatest—in the small markets—the direct-compen- 
sation scheme focuses on the problem whenever and 
wherever it occurs. There need be no regulatory dis- 
tinction between the top 100 markets and smaller 


» ones. 


Affirmatively Promoting UHF? 


The commercial-substitution approach is attrac- 
tive in some quarters because it may provide an addi- 
tional source of revenue for struggling UHF stations. 
Even if cable does not harm UHF, commercial sub- 
stitution could still “affirmatively promote” UHF by 
giving it additional revenues (although, as noted ear- 
lier, the degree of affirmative promotion works capri- 
ciously from market to market, depending on factors 
quite extraneous to the question of whether particu- 
lar UHF stations ought to be helped). 

The direct-compensation scheme can be criticized 
on grounds that it does not affirmatively promote 
UHF. While cable operators are called upon to com- 
pensate UHF stations for actual audience loss, there 
is nothing in the plan to provide UHI with addt- 
tional assistance. UHF stations, as well as the oth- 
ers, receive compensation only if (a) evidence from 
sample surveys discloses that the station draws a 
smaller proportion of the cable audience than the 


2, non-cable audience within its broadcasting area, and 


(b) its profit or loss position qualifies it for compensa- 
tion. 
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The failure of the compensation scheme to affir- 
matively promote UHF can be easily defended. Why 
should cable subscribers, rather than the general 
public, be called upon to support the continued de- 
velopment of UHF? It is one thing to expect them to 
pay for harm actually done; it is quite another to 
require them to contribute additional amounts re- 
gardless of the impact of cable on UHF. If it is 
deemed in the public interest that UHF should re- 
ceive further support (and that is highly debatable), 
then the group that would benefit from development 
—the public at large—should bear the burden. 


The Question of Broadcaster Incentives 


A major advantage of direct compensation is in 
avoiding or mitigating the problem of perverse in- 
centives. Here there is no possibility of the local sta- 
tion’s living off the advertising revenues from dis- 
tant signals. The level of compensation received by 
the local station is determined by the difference be- 
tween the proportions of viewing time it draws from 
its cable and from its non-cable audience. If its view- 
ing share is 50 percent of the non-cable audience but 
only 30 percent of the cable audience within the 
franchise area of cable system “A,” then its compen- 
sation from system A would be figured on the basis 
of a 20 percentage point difference as discussed ear- 
lier. If the station subsequently does a poorer job in 
its broadcasting, its percentages of both audiences 
will fall. If both fall by the same degree (say, one- 
half), then, in this example, it would be left with only 
25 percent of the non-cable audience and 15 percent 
of the cable audience. Since the audience loss is only 
10 percent (instead of 20 percent), the compensation 
from cable system “A” would also be cut. Combining 
the value of lost audience with an appropriate slid- 
ing scale of payments, the station would still be left 
with the incentive to expand its over-the-air audi- 
ence. 

However, a potentially serious problem can arise 
in markets having only one station. In those markets 
the station’s proportion of non-cable audience is, by 
definition, 100 percent regardless of the quality of its 
local broadcasting. If it does a progressively poorer 
job in the face of cable growth, its proportion of cable 
audience will fall, while its proportion of a non-cable 
audience will remain at 100 percent. Since the per- 
centage-point difference between the two would rise, 
its compensation would also rise. Were the station to 
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a a poorer job, presumably viewers would have an 
increased incentive either to subscribe to cable or to 
erect taller rooftop antennas to bring in other sig- 
nals. In the latter case, the proportion of the non- 
cable audience would start falling below 100 percent, 
thereby reducing the audience-loss factor on which 
compensation is figured. Moreover, and probably 
more important, the one station would probably be 
a network affiliate, or would draw frorn two or three 
networks, so that the quality of its programming, at 
least during prime time, would remain essentially 
constant. 

Fortunately, the one-station market case is of 
only minor importance. Less than 1 percent of televi- 
sion homes are in areas where only one signal is 
receivable over the air.* 


The Problem of Serving Minority 
Audiences 


A station can lose audience in two ways. It can 
carry ancient movies and endless syndicated re-runs, 
generally doing a job that would be rated poor in 
» anyone’s book. The direct-compensation plan is de- 
BE igned to avoid incentives to such poor performance. 
Or the station can lose audience by presenting exten- 
sive local community coverage, drama and other cul- 
tural fare, documentaries and other materials that 
appeal to only very limited audiences. Since the di- 
rect-compensation scheme is directed toward not dis- 
turbing the present incentive of stations to increase 
their audiences, it does nothing to encourage such 
minority programming. 

All that can be said here is that the compensation 
scheme cannot by itself reconcile conflicting objec- 
tives in television broadcasting. If the objective is to 
protect over-the-air broadcasting from cable growth, 
then the scheme seems far preferable to the FCC’s 
proposal for commercial substitution. Ifthe objective 
is to expand the quantity.of programming carried 
over the air to minority audiences, then quite differ- 
ent tools are needed. One is the growth of pay televi- 
sion, under which viewers would directly support 
programming of the sort unattractive to the adver- 
tiser who must depend on large audiences. Another 


+ From a Nielson national sample in September 1967, cited 
Bin “A Study of Distribution Methods for Telecommunications” 
Zomplan Associates) reprinted in A Survey of Telecommunica- 
bas Technology Part 2, President’s Task Force on Communica- 
ions Policy, June 1969, PB 184413, Department of Commerce 


Clearing House. 
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is the continued growth of non-commercial televi- 
sion not dependent on adversising revenues. A brief 
discussion of this second approach—expanding non- 
commercial television—is contained in Section V. 


THE COMPLICATIONS OF DIRECT 
COMPENSATION 


At the same time, the compensation approach de- 
scribed above is oversimplified. We shall briefly note 
here several complicating factors that would enter 
into a workable compensation scheme. As we shall 
see, these factors do not appear to pose insuperable 
difficulties. The basic problem with the direct-com- 
pensation scheme lies not in devising a workable 
plan but, as we shall see, in ensuring that, once es- 
tablished, the plan is modified (or abolished) in fu- 
ture decades as radically changing circumstances 
may warrant. 


The Value of Audience 


In the preceding example we have used the ove- 
rall figure of $26 as the average advertising value of 
a television home to the industry. However, it is 
clear that the appropriate factor upon which com- 
pensation would be based varies from station to sta- 
tion. Some stations would be compensated too much, 
others too little, in terms of actual harm done by 
cable. Obviously, a distinction must be made be- 
tween stations that broadcast only part-time and 
those that broadcast full-time. Perhaps a distinction 
should be made also between network and independ- 
ent stations. Perhaps the value of loss should be var- 
ied as a function of station size (where a loss of, say 
1,000 viewers may carry different values for a sta- 
tion with 100,000 viewers than for a station with 
only 10,000).5 

Also, the loss of audience, and its value, varies 
from hour to hour and from day to day. In the San 
Diego example, we used the average audience figures 
from station “sign-on to sign-off’ for a sample of 
homes during February and March of 1970. A more 
satisfactory, though more complicated, approach 
would involve considering audience losses both dur- 
ing prime time and outside of prime time, with differ- 
ent valuations attached to each. 


* In fact, Park’s study, Table 4.2, indicates that the advertis- 
ing value of a given increase in audience is greater for a sma! 
station than for a large one. 
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i More generally, we have the familiar problem 
that the greater the exactness of the estimates, the 
greater the complications and administrative bur- 
den. To be sure, no single figure for the industry as 
a whole or for any class of station can provide an 
exact measure of the value of audience to each sta- 
tion. The best we can hope for is a tolerably good 
approximation, bearing in mind the importance of 
avoiding a complicated procedure that leads to the 
costly and time-consuming hearings, special appeals, 
and other frustrations of the sort noted earlier. 


The Financial Qualification Factor 


In the preceding examples, we presumed use of 
some kind of sliding scale, as shown in Fig. 1, in 
determining which stations are to be compensated, 
and by how much. This factor, too, necessarily con- 
tains arbitrary elements. If we say that no station 
with profits exceeding 10 percent of revenues ought 
to be compensated, then one must surely expect com- 
plaints from stations making 11 percent. 

Here we have the problem, faced everywhere, of 


-where to draw the line. If it is generally agreed that 


the compensation scheme is desirable in principle, 
arriving at reasonable rules regarding the qualifica- 
tion factor should not be a major stumbling block. 


The Cost of Audience Surveys 


While the direct-compensation approach does not 
involve the equipment and operating costs of com- 
mercial substitution, it does rely on audience sur- 
veys that also cost money. Fortunately, periodic sur- 
veys are already generally available in most mar- 
kets. For purpose of selling advertising, broadcasting 
stations already subscribe to survey reports to deter- 
mine how well they are doing relative to competing 
stations. In cases where there is substantial cable 
penetration in the station’s markets, the relative 
viewing habits of both subscribers and non-subscri- 
bers can be estimated. 

Problems may arise in cases where cable penetra- 
tion is so low in the market, or where the geograph- 
ical area of a cable franchise is so small, that an 
adequate sample from subscribers is not picked up in 
the conventional survey. To meet this problem, sev- 
eral possibilities come to mind: 
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@ An additional, more intensive periodic sur- 
vey, financed by cable operators, could be 
made of cable subscribers. Not only would the 
survey be valuable for the compensation 
scheme, but it would also aid the cable opera- 
tor himself in determining which of his chan- 
nels are more popular than others and, in par- 
ticular, in providing the basis for selling his 
advertising on his own origination channel.® 
Even if the compensation scheme were not an 
issue, we would expect many cable operators, 
in their own business interests, to finance 
such surveys. 

e In some cases, the cable operator, choosing to 
avoid the cost of special surveys, might rely on 
larger surveys extending beyond his fran- 
chise. For example, data of the sort in Table 
3, covering all of San Diego county, might be 
deemed adequate for a cable operator holding 
only a small franchise area within the coun- 
try, despite the fact that the county audience 
split varied somewhat from that in his own 
small franchise area. 

® An exemption from the compensation 
scheme could be granted to cable systems that 
fall below a specified low percentage (say 10 
percent of the homes in its franchise area) or 
below a specified number of total subscribers 
(say, 1,000). In this way, very small systems, 
whose subscribers would probably not be ade- 
quately sampled in conventional surveys but, 
at the same time, would have little collective 
impact on broadcasting, would need not share 
the cost burden of special] surveys. 


Biases in Favor of Broadcasters 


In three respects, the direct-compensation plan 
carries biases in favor of broadcasters. First, it does 
not take into account the value of distant audiences 
to local broadcasting stations whose signals are car- 
ried by cable into those distant markets. While the 
local audience of a broadcasting station may be re- 
duced by cable, as shown in the earlier examples, the 
station may simultaneously gain by the carriage of 


* According to the FCC’s First Report and Order, Docket No. 
18397, any cable operator serving more than 3500 subscribers 
must criginate programming, beginning no later than April 1, 
1971, on one of his channels, and he is permitted to sell advertis- 
ing on that channel. 
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its signal—including its advertising—into distant 
BB veccts Quite possibly, a station whose signal is 
popular on distant cable systems could gain, on bal- 
ance, from cable growth, yet, because of losing local 
audience to local cable systems, will still qualify for 
compensation from those local systems. 

In principle, the computation of audience loss in 
our earlier examples could be extended to include 
the addition of audience via cable carriage into dis- 
tant markets. But, in practice, it would be difficult to 
estimate the value to the local station of these audi- 
ences. Their value is greater than zero but less, per 
household, than the value of the station’s own local 
audience. A wide range of variation is involved, de- 
pending on geographical distance, the nature of the 
advertising carried by the local stations, and other 
factors. i 

A second bias concerns the fact that stations 
gaining local audience from cable (as Park estimates 
will happen for many independent UHF stations in 
major markets) are not expected to pay the cable 
operator, while the cable operator is expected to pay 
stations that qualify for compensation if they lose 
audience. In principle, the cable operator should ei- 

yther pay or be paid in accordance with the extent to 
‘which he hurts or helps the stations. But as a practi- 
cal matter the idea of reciprocal responsibility would 
face rough sledding in gaining wide acceptance— 
especially since the stations that would end up pay- 
ing cable systems would probably be the independ- 
ent UHF's that the FCC has been trying to promote, 
and since many of them would still be losing money, 
even counting the increased audience from cable. 
Within today’s regulatory environment, the concept 
of reciprocal responsibility is simply too foreign to 
rank as anything more than of academic interest. 

The third bias concerns the possibility that cable 
subscribers may watch television more hours per 
week, as a result of the additional channels, than do 
non-subscribers. Even if a local station suffers a re- 
duction in the percentage of time during which sub- 
scribers watch its signal relative to non-subscribers, 
the number of hours subscribers watch its signal 
may fall by less than this percentage reduction—or 
it could even rise. For example, if cable subscribers 
watch the station signal only 20 percent of their 
viewing time, while non-subscribers watch it 30 per- 
cent of their viewing time (indicating a 10 percent 

oss of viewing time by subscribers) the station may 
nevertheless suffer no revenue loss if subscribers 
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watch television many more hours per week than do 
non-subscribers.” 

However, the critical question is whether any in- 
crease in viewing by subscribers is due to the pres- 
ence of cable, with its additional signals that may 
attract additional viewing, or simply to cable sub- 
scribers’ being persons of the sort who like television 
and therefore would watch more of it than other 
classes of viewers, either in the presence or in the 
absence of cable. 

Unfortunately, data are not sufficient at this time 
to determine the extent to which cable subscribers 
watch more than non-subscribers, or, if in fact they 
do, whether the explanation lies in the first or the 
second point above. It would be useful to analyze the 


.viewing habits of a given group of people before and 


after they subscribe to cable service. According to an 
FCC study, the only available evidence (drawn from 
Pueblo, Colorado) shows inconclusively that there is 
little change in total viewing. More general compari- 
sons between subscribers and non-subscribers, in- 
cluding experience from Canada, also suggests little 
or no change in total viewing as a result of cable 
penetration.® This fragmentary evidence indicates 
that the bias of concern here is weak, if it exists at 
all. Of course, more study is needed. Ifa strong bias 
eventually appears, the compensation scheme could 
be adjusted accordingly, though at the expense of 
additional complexity. 

As a practical matter, the direct-compensation 
approach, even allowing for the three biases noted 
above, has the potential of operating tolerably well 
to meet the basic FCC objective of protecting broad- 
casting from cable growth. Of course, refined analy- 
sis of the sort described above could be introduced to 
reduce or eliminate these biases. But a serious ques- 
tion arises as to whether it would be worth the addi- 
tional complexity. In one sense, inclusion of these 
biases might assist in implementing the plan of di- 
rect compensation. It can confidently be anticipated 
that broadcasters would generally oppose the direct- 
compensation scheme (or, for that matter, the com- 


’ More precisely, the station would not suffer a loss if the 


percentage increase in viewing time of the station’s signal by 
non-subscribers (in the above example, a 50 percent increase in 
going from 20 to 30 percent) is exceeded by the percentage in- © 
crease in the average number of hours spent by subscribers watch- 
ing television (here, if the number of hours watched by subscri- 
bers exceeds by 50 percent the number of hours watched by non- 
subscribers.) 


* Stajf Study, pp. 11-15. 
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mercial-substitution scheme or any other approach 
that would effectively open the major markets to 
wide-spread cable penetration). The inclusion of 
these biases in favor of broadcasters in the compen- 
sation plan would, presumably, help to reduce their 
Opposition to it. 


THE DIFFICULTY OF MODIFYING 
OR TERMINATING THE PLAN 


All in all, the preceding complications seem not 
to be serious. Despite the biases in favor of broadcast- 
ing, the difficulties of measuring the advertising 
value per home, and the problem of establishing the 
financial qualification ground rules, the direct-com- 
pensation approach seems clearly superior to com- 
mercial substitution as proposed by the FCC. 

However, there is one problem with direct com- 
pensation—a problem shared with the commercial- 
substitution plan—which does seem more serious: 
that of ensuring that the plan can be modified or 
terminated in the face of radically changing circum- 
stances in future years. The danger of direct-pay- 


, ment schemes of this sort is that they are likely to 


‘continue long after their basic rationale has disap- 
peared (it is instructive—and sobering—to recall the 
history of the agricultural price-support programs 
dating from the 1930s). Once a payment scheme is 
adopted, newly vested interests develop over the 
years and, supported by tradition and inertia, make 
it dificult or impossible to end the scheme in the face 
of changed circumstances. 

Hence, one can easily imagine a plan that in the 
early years properly compensates proadcasters 
along the lines described above, to assure a substan- 
tial serving sparsely 
populated areas uneconomic to cable. In later 
decades technological advances may make economi- 
cally feasible service even to these sparsely popu- 
lated areas. Moreover, new unconventional televi- 
sion services (such as facsimile mail, and shopping) 
may eventually become attractive over cable. With 


3 Le 
amount of local broadeasting 
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such developments, it is not out of the question that 
cable could achieve a penetration approaching 100 
percent. Yet, under the direct compensation scheme 
outlined above, the local station could continue to be 
compensated for its audience loss even if 99 out of 
100 homes within its broadcasting area are served by 
cable. Here the station would be operating, in effect, 
as a program originator serving cable systems, since 
virtually its whole audience would be watching its 
signal on cable. The right to continue compensation 
would flow from the fact that it simultaneously oper- 
ates a transmitter to generate an over-the-air signal 
—but one that serves little useful purpose. The situa- 
tion becomes all the more anomalous when one con- 
siders the strong possibility that other cable pro- 
gram originators—those who do not generate an 
over-the-air signal—may be paying the cable opera- 
tor for leasing channel space on his cable, in accord- 
ance with common-carrier use of cable that the FCC 
has already gone on record as encouraging.® 

A similar problem arises with the FCC’s commer- 
cial-substitution plan. The local station would have 
the right to advertise on any incoming signals origi- 
nated by distant broadcasting stations. Even if, in 
later decades, its over-the-air audience were tiny 
(with, say, 95 percent of its local audience watching 
its signal] over cable), the local station could continue 
to enjoy substantial revenues from these outside 
sources. . 

It is easy enough to say that perhaps either plan 
should be subject to a specific termination date, such 
as five or ten years. And it is easy enough to say that 
the Commission can modify or abolish the plan in 
the coming decades in accordance with changing cir- 
cumstances. The nagging concern, however, is that 
either plan, once started, would give rise to pres- 
sures leading to indefinitely continued operation 
that becomes progressively further out of tune with 
the changing needs of society. 


* See Notice of Proposed Rule Making and Notice of Inquiry, 
December 13, 1968, paragraphs 12 and 26. 
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IV. CHOICES OPEN TO THE COMMISSION 


THE ALTERNATIVE OF NO FORMAL 
PROTECTION 


In light of the problems and complications as- 
sociated with both commercial substitution and di- 
rect compensation in the preceding discussions, we 
should inquire into the consequences of permitting 
distant signals without any formal protection ac- 
corded to broadcasting. If the FCC were to allow the 
import by cable systems of, say, four distant signals 
without special provisions in the interest of broad- 
casters, what would be the effect on the welfare of 
the viewing public—both cable subscribers and non- 
subscribers? 

As we -have seen, within the foreseeable future, 
independent UHF in the major markets is likely to 
be helped. In the same markets, network affihates 
and independent VHF stations may suffer a reduc- 
tion in revenue, some of which will be at least par- 


’ tially offset by additional revenue derived from dis- 


tant markets into which their signals and advertis- 
ing are carried. So far as the consequences for the 
non-cable viewer are concerned, whatever harm ac- 
crues in the larger markets will be largely in terms 
of reduced expenditures for programming, including 
local programming oriented to community needs. 
(The other effect, of course, is simply to reduce broad- 
caster profits; but insofar as these profits are extraor- 
dinarily high for many stations today in major mar- 
kets, their reduction would have little effect so far as 
the public welfare is concerned.) 

In the smaller markets, many stations may be 
reduced to the status of satellites operated by sta- 
tions in larger markets, as satellite stations now op- 
erate in some areas of the country. However, because 
stations in these markets are network affiliates, 
over-the-air viewers would continue to have access to 
basic network diet. Whatever loss accrues would 
come from the elimination of locally produced pro- 
gramming that the stations would otherwise have 
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carried. Conceivably, still other stations in these 
smaller markets will be forced entirely off the air. 
The reduction in their audience could be so great 
that they could not continue even in satellite status. 
Viewers would be deprived of all programming, both 
network and non-network, that the stations would 
otherwise have carried. 

A question immediately arises as to the likeli- 
hood of the above events. These may be interesting 
and important possibilities, but we do not know with 
any degree of confidence how many stations in the 
smaller markets would be reduced to satellite status, 
or how many would be forced off the air. Nor do we 
know with confidence the size of the reduction in 
programming expenditures in the larger markets. 


THE ROLE OF COPYRIGHT 


Much of the uncertainty lies in the eventual ar- 
rangements for copyright to be paid by cable opera- 
tors for programming they carry on their distant 
signals. There has been an unfortunate tendency in 
past debate to treat the problem of protecting broad- 
casting and the problem of copyright as two entirely 
independent issues. But they are closely related. As 
discussed at length in the earlier Rand study, pay- 
ments by cable operators for programming could 
have a major impact on broadcasters as well.' If ca- 
ble operators pay substantially for programming, 
they will, in effect, be sharing the cost of program- 
ming with broadcasters, to the benefit of both. In the 
same way that payments by theater owners for mov- 
ies reduce the amounts that television stations 
would otherwise have to pay for these same movies, 
payments by cable operators can reduce the cost of 
programming to broadcasters. Since the cost of pro- 
gramming is a large part of the total cost of broad- 


1 The Future of Cable Television, pp. 68-73. 


1 


AP a hy) “in a a 
ven ae J 


cree ce aur or Mito aC | 


iets Tacit Tlite vidiekee? belts «=> YAMA OM! ce 

plovidew feapeclt ad Pier eladheney selina : 
rey rinelatane palinntios iT 

the mie if? OUP IT irw pdelaierts sree teu 

fabiecencepe ts, Tha be Cero) wpe ond itive areduret ib 

wh Ee dit PA Aye. . os, ve ‘deoerten »y | i: 


; fis Ma AN ooh « papit ‘wha worthy: 7 } 
= 7 Y4) ape A : i ; piss 
nen vel P ae 1 wveigby 4d Po bead Le . NPG 
f - a,j ' zn J wal 
i Pie] Leeda dy } “47 AMI) DAE 


bi od A it ; 
deipet n' t | | 
P ' : j 4 3! A 
re 1 na Vi 1 a f ya nbs > vd aren ; rage 
a : t 4 ¥ Pali ikte P ; Aig 4 
ea ere cu > inl ¢ ™) hey 2 FTT | TACT A vari ; ty, iad pe 


re! YWhiavinntelve Gay etedatiqe eli wa ea | as | 
~ mi,’ ee Pea ar ee 
4 4 Aiiethe od 295Re sh iw ey ) | ae Se 
on ree int etnataneradt fiw yan oa 3 othe 
y 4 # iy ue? pips hs : " , y fay’. 

il : a Met erraah schemes th Mfttndin lens eae 


Gr @7 belgreyo asiji') a 


4f0 WON HRcAdals PA waw ho , let | 
eae ‘) , vevowiil ita bby od 
enh daowids « B abu ews 

rete bara Y, 
7 el rer i qevofer Vs 


- 
; ar} a 

i ‘ ss 

j 

2 fet 


casting, these reductions could be significant. In 
other words, even if broadcast revenues fall as a 
result of cable growth, costs may also fall as a partial 
offset. Stations that one might expect to go off the air 
in the face of a large revenue reduction may never- 
theless continue to operate, because their costs over 
time also fall. 

On the other hand, were cable systems permitted 
to bring distant signals into major markets without 
paying any copyright (as they are now permitted to 
do in smaller markets), then the effect on broadcast- 
ing would be more severe. In this case, the possibili- 
ties for sharing programming cost would be more 
limited.” The carriage of distant signals without 
copyright payment could erode the total level of 
financial support for television programming. On 
the one hand, to the extent that a local station’s 
audience is reduced as a result of cable growth, its 
ability to pay for programming would be adversely 
affected. On the other, the distant signals, carrying 
advertising of the originating station, serve to ex- 
pand the audience of that station and therefore en- 
hance its ability to pay for programming. Because 
local audience is generally more valuable than is the 
more distant audience, the financial costs of audi- 
ence lost to the local station are likely to outweigh 
the gains to the distant station—implying a net re- 
duction in financial resources available for program- 
ming. Under these circumstances, were the FCC to 
permit unrestricted rapid growth of cable based on 
important “free” distant signals into major markets, 
the “benefit” of cable growth might well lie largely 
in providing the public with more channels of worse 
stuff. 

In the earlier Rand study, the conclusion was 
drawn that the cable operator should be permitted to 
bring in any number of distant signals from what- 
ever sources he chooses, under the condition that he 
pay full copyright liability for the programming on 
these signals—i.e., that he pay fees determined by 
supply and demand in the marketplace. Use of dis- 
tant signals is only one of several ways that pro- 
gramming can be fed into cable. The operator can 
originate programming directly, or he can tie into a 
formal cable network by microwave link or. in the 
not distant future by communications satellite. In 


2? Here, sharing of cost would be limited by the extent to 
which cable operators for their own originations purchase pro- 
gramming that may also be sold by producers to broadcasting 


stations. 
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these two cases, there is no question about copyright 
liability: he would, of course, be required to pay in 
the marketplace for programming, like other users. 
In principle, there seems to be no compelling reason 
why programming on distant signals should be 
treated any differently. 

However, for a number of reasons that cannot be 
gone into here, cable operators may not become sub- 
ject to full copyright liability for distant signals. In- 
stead, for at least a specified limited number of sig- 
nals, they might pay a flat percentage of gross reve- 
nues for each signal as specified by legislation. For 
the reasons discussed above, the higher the fees set, 
the greater the extent to which cable operators will 
share programming costs with broadcasters, and the 
less severe the problem of maintaining adequate 
over-the-air service in the face of cable growth. 

The FCC staff has suggested that a fee of 0.9 per- 
cent of gross subscriber revenues would be sufficient 
to compensate copyright-holders for the carriage of 
each of four commercial distant signals.* Presuma- 
bly, copyright owners themselves would agree on for- 
mulas for subdividing these fees paid by cable opera- 
tors. 

Given the importance of the copyright issue, the 
question arises as to how the FCC should proceed 
from this point, in the event that full copyright is not 
imposed. A leading possibility is to permit cable op- 
erators to import up to the four signals proposed by 
the FCC, subject to whatever statutory copyright 
fees are eventually set through legislation, but with- 
out specific compensation or protection to local 
broadcasting stations. Paying these fees, cable oper- 
ators would carry the distant signals “as is,” includ- 
ing the advertising of the distant originating station. 

‘Since the statutory copyright fees would, presum- 
ably, be set at a level lower than fees ordinarily paid 
in the marketplace, the limitation on the number of 
distant signals, as proposed by the Commission, 
seems reasonable. (On the other hand, if cable opera- 
tors were to pay fees established in the marketplace 
then, as argued in the earlier Rand study, there 
would be no reason to restrict the number of signals 
to any predetermined level.) The Commission has 
selected as a maximum four signals, a number that 
is necessarily arbitrary. No fully satisfactory basis 
exists for saying whether three or five would be bet- 
ter. The rationale for specifying four signals lies in 


% Staff Report, footnote 43. 
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Br Commission’s judgment that this number would 
‘permit cable to grow substantially in major markets 
—a conclusion supported by Park’s study.‘ 

Whatever limitation is imposed, there seems to 
be no good reason for imposing leapfrogging restric- 
tions, such as specifying that closer stations of a 
given class must be carried in lieu of more distant 
stations, or that some of the signals must come from 
within the state in which the cable system operates.® 
Such additional restrictions would inevitably lead to 
the burdens of special appeals and requests for 
waiver. In the light of the questionable benefits of 
leapfrogging restrictions, a cleaner solution would 
lie in confining limitations to the number of permis- 
sible distant signals, and letting cable operators 
themselves decide on how they wish to proceed un- 
der that general constraint.® 

In mitigating the potential adverse effects of dis- 
tant signals carried into the small markets, the Com- 
mission should consider two additional strategies: 


1. Establishing a compulsory license system for 
locally originated programming, such that 
any broadcasting station in the smaller mar- 
kets would have access free of charge to its 
choice of whatever locally originated and lo- 
cally relevant programming is being carried 
on any cable system within the geographical 
area covered by the station’s signal. In this 
case, a Satellite station carrying network pro- 
gramming could also choose whatever it 
wants that is being originated on cable in its 
area. Thus, the non-subscriber audience 
would still have the benefit of at least some 
localism, even if the station operates basically 
as a satellite ofa large distant station. 

2. Investigating more broadly the feasibility 
and desirability of reducing the time period 
and geographical coverage of exclusivity 
agreements between program suppliers and 
commercial broadcasters, at least in the 


4 Park estimates (Fig. 2.3) that the carriage of four signals 
into major cities such as Boston and Washington would permit 
cable eventually to encompass about 40 percent of the homes. 

5 The Commission suggests that of the four signals, at least 
two must come from within the state. Second Further Notice, 
paragraph 14. 

* A discussion of the questionable benefits of leapfrogging 

restrictions is contained in The Future of Cable Television, pp. 

717-79. The Commission rules pertaining to same-day program 

duplication, and compulsory carriage of local signals would, pre- 

sumably, continue in force. 
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smaller markets and perhaps in the larger 
ones as well. Weak stations are threatened 
not only by cable but also by the stronger 
broadcasting stations. Up to this time at least, 
it is surely true that the problem for in- 
dependent UHF has been not in the growth of 
cable but in the threat of the large VHF sta- 
tions that are able to buy the best pregram- 
ming for their exclusive use over long time 
periods. To the extent that assistance to 
weaker stations is in the public interest, the 
freeing up of programming sources by limita- 
tions on exclusivity may be an attractive ap- 
proach. 


Despite these measures, some over-the-air view- 
ers may nevertheless be disadvantaged as a conse- 
quence of cable service. In facing this problem, the 
FCC would have to consider how many viewers are 
so affected, the extent of the loss, and, of course, the 
benefits of the expanded services to those who do 
subscribe to cable. It is unfortunately true that few 
technological advances in our society can be intro- 
duced and fully exploited without harming at least 
some portion of the society. The growth of air travel 
places at a disadvantage those who would prefer to 
travel by train or ship; the widespread use of syn- 
thetic fabrics limits the choice of consumers who 
prefer cotton; the development and widespread use 
of the transitor likewise handicaps those electronics 
users who, for their special purposes, would have 
preferred tube-type equipment. Here, too, the FCC 
must weigh the benefits to the one group against the 
harm to the other. In so doing, it must bear in mind 
that the most serious problems are likely to occur in 
the smaller markets where cable operators are al- 
ready carrying distant signals and would continue to 
do so under the Commission’s proposal. 


DIRECT COMPENSATION 


If, nevertheless, the FCC still judges as unduly 
risky the opening up of major markets to cable with- 
out special safeguards for broadcasters, then the 
next best possibility is the direct-compensation plan 
extended to both large and small markets. As above, 
the cable operator would be permitted to carry four 
distant signals and pay the flat copyright fees. In 
addition he would stand ready to compensate broad- 
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casters in accordance with the framework discussed 
earlier. (One can only hope that the plan would be 
quickly modified or abandoned as evolving circum- 
stances warrant, and that the concern expressed on 
page 19 turns out to be groundless.) 


THE PROBLEM OF EXCESSIVE 
CONTROL BY CABLE OPERATORS 


Concern has been widely expressed that cable op- 
erators may gain excessive control, through the 
large number of channels in their hands, of com- 
munication flows to the public. To help ensure diver- 
sity of control over communications flows, the FCC, 
in a recent ruling requiring the large cable operator 
to originate programming to a significant extent, is 
proposing to limit his originations to only one chan- 
nel on his cable.? The Commission has also recently 
decided to prohibit joint ownership of broadcasting 
stations and cable systems in the same market. 


* First Report and Order, Docket 18397, October 27, 1969. 
® Second Report and Order, Docket 18397, July 1, 1970. 
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If a danger of excessive contro] exists, either 
through the cable operator’s originating on several 
cable channels or through his joint ownership of a 
cable system and a broadcasting station in the same 
market, then a similar danger exists if he originates 
on a cable channel and simultaneously brings in sig- 
nals from distant stations on which he also origi- 
nates as the owner of those stations. 

For this reason, the FCC should consider prohib- 
iting the cable operator from bringing in signals 
from distant stations that he owns. (This does not 
mean that cable systems and broadcasting stations 
could not be jointly owned, but only that signals of 
stations jointly owned with cable systems could not 
be carried by those cable systems.) The important 
aspect here is the control of programming content. If 
the cable operator does not own the distant station, 
his control over the programming content would be 
reduced, if not eliminated, on that station.*® 


®* For the same reason, the FCC should also consider a rule 
requiring that any owner of a cable network service using mi- 
crowave or communications satellite links should not be permit- 
ted to own cable systems that subscribe to his service. 
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V. TREATMENT OF NON-COMMERCIAL 
STATIONS 


In the preceding discussion, we have been solely 
concerned with cable service vis-a-vis commercial 
broadcasting. In this concluding section, we shall 
address briefly two important issues with respect to 
non-commercial (ETV) broadcasting stations: (1) the 
ownership of cable systems by non-commercial 
broadcasters, and (2) the proposed payment of 5 per- 
cent of gross revenues by cable owners to non-com- 
mercial service under the Public Dividend Plan. 


_ OWNERSHIP OF CABLE SYSTEMS BY 


 NON-COMMERCIAL BROADCASTERS 


The recent FCC rule prohibiting joint ownership 
in the same market, as discussed immediately above, 
extends to non-commercial stations as well. As the 
rule is currently interpreted, they too are prohibited 
from owning local cable systems. The basis for Com- 
mission action here is more questionable. Presuma- 
bly, the situation the Commission seeks to avoid is 
one where a large broadcaster who already has ex- 
tensive power in the local market would further ex- 
pand his control over channels of information to the 
public by ownership of a cable system. But, alas, 
non-commercial broadcasters have very little power 
in their local market; their over-the-air audiences 
are small and generally of specialized taste. Owner- 
ship of local cable systems by non-commercial broad- 
casters would mean little either way, so far as con- 
centration of power is concerned. Thus, the Commis- 
sion’s reasoning in excluding non-commercial sta- 
tions is weak. 

There is one danger, however, of cable ownership 
by non-commercial stations—the temptation not to 

carry programming from distant non-commercial 
' stations competitive with their own. Certainly, 
diversity of non-commercial programming to the 
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viewer is an important policy goal. In furtherance of 
that goal, if the FCC were to relax its prohibition 
against cable ownership by non-commercial stations, 
it should simultaneously consider a rule that cadle 
systems so owned be required to carry at least one 
outside non-commercial signal in addition to the sig- 
nal of the local non-commercial station. 


THE PROPOSED PAYMENT BY 
CABLE OPERATORS FOR 
NON-COMMERCIAL SERVICE 


A final, notable aspect of the Public Dividend 
Plan is the proposal that cable operators pay 5 per- 
cent of their gross subscriber revenues to support 
non-coramercial service. Although this proposal has 
been heavily attacked in some quarters, it is not 
without merit. The payment can most conveniently 
be viewed as analogous to copyright paid for com- 
mercial programming.' The earlier Rand study sug- 
sested that cable operators be required to pay for 
non-commercial programming for basically the 
same reasons that payments should be made for the 
commercial product—to finance additional new pro- 
gramming.” 

To be sure, the fiat 5-percent fee is somewhat diff- 
erent from the proposed copyright payment for com- 
mercial signals. In the latter case, the operator 
would pay a fee, perhaps 0.9 percent as mentioned 
earlier, for each distant signal he carried, and would 
retain the option of avoiding the fee by not carrying 
the signal. Here, he would pay the 5 percent regard- 


‘ However, it must be said that the initial justification for the 
5-percent payment was not as a kind of copyright but, in the eyes 
of many, simply as a transparent attempt to gain support for the 
Public Dividend Plan from the educational community. 


* The Future of Cable Television, pp. 32-33. 
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less of how many non-commercial signals he carried. 
However, in the interest of expanding the number of 
non-commercial signals made available to the cable 
subscriber, the blanket-fee approach has the advan- 
tage of not discouraging the cable operator from car- 
rying them. Were he to pay a fee for eachsuch signal, 
as in the commercial case, he might elect to carry 
few or none unless the fee were very low; for he 
might reason that non-commercial signals have less 
audience appeal than does commercial service, 
hence less effective in attracting additional subscri- 
bers, and not worth much of an additional financial 


— outlay. 


The Commission suggests that the 5-percent pay- 
ment be made to the Corporation for Public Broad- 
casting “which could in turn distribute one-half to 
the local ETV station, if there were one.””* However, 
if the 5 percent is viewed as a substitute for conven- 
tional copyright, the payment should properly go 
directly to owners or producers of programming ac- 
tually carried by the cable operator. Perhaps the 
best procedure would be to split the 5 percent evenly 
among all the non-commercial signals carried, with 
the subdivision among specific program producers 
made in accordance with ground rules similar to 
those for subdividing commercial fees among copy- 
right-holders, as mentioned in Section IV. 

Pursuing further the analogy with conventional 
copyright, we may conclude that in return for his 
5-percent payment, the cable operator should have 
the right to carry at least one or more distant non- 
commercial signals, without restrictions on leapfrog- 
ging, in addition to carrying the signal of the local 
non-commercial station. (Under the FCC’s proposal, 
the import of distant non-commercial signals is per- 
mitted only if the local non-commercial station does 
not object.)* If special assistance for the local station 
is deemed to be in the public interest, the FCC might 


3 Second Further Notice, p. 5, footnote 11. 

* More specifically, “CATVs may carry any number of dis- 
tant non-commercial educational stations if no objection is made 
by the local educational licensee cr permitter at the time he is 
informed of the system’s intention wo carry the distant stations, 
Second Further Notice, p. 4. 
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consider requiring the cable operator to make addi- 
tional channels on his system available to the local 
station, either for repeats of programming on its first 
channel or for additional instructional and educa- 
tional programming. 

In short, diversity in non-commercial program- 
ming is no less important that it is in commercial 
programming. If it is held to be in the public interest 
that outside commercial signals be permitted on ca- 
ble systems in competition with local commercial 
stations, then it is hard to argue that the same 
should not be true for non-commercial service. 

Viewing the ETV payment as a substitute for 
conventional copyright helps also to address two 
other points. First, commercial broadcasters have 
expressed apprehension that if cable operators are 
called upon to support ETV, they themselves may 
eventually be required to do the same. However, 
since the commercial broadcasters do not carry non- 
commercial programming, no rationale exists for 
payment so far as the copyright analogy is con- 
cerned. 

Second, the 5 percent figure appears high when 
compared with the 0.9 percent or so per distant com- 
mercial signal that cable operators may be called 
upon to pay. However, we must remember that com- 
mercial signals also carry the advertising of the dis- 
tant originating stations—advertising that repre- 
sents an additional revenue source for commercial 
program producers. Thus, the situation is not simply 
that one producer gets a share of 5 percent and an- 
other gets a share of only 0.9 percent, but rather that 
the latter enjoys not only a share of the 0.9 percent 
but also a share of advertising proceeds—revenues 
that, after all, are large enough today to provide the 
financial basis for the entire commercial television 
industry! 

We must conclude by noting that the 5-percent 
figure is, of course, arbitrary. No satisfactory basis 
exists for saying that a figure of 4 percent or 6 per- 
cent would be better or worse. The central question 
is whether the public benefits of the payments equal 
or exceed the cost burden, or, more directly, whether 
an arbitrary figure is better than none at all. 
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VI. CONCLUDING REMARKS 


This Report has been confined to a set of narrow 
but important issues pertaining to the future devel- 
opment of cable and its relationship to U.S. commer- 
cial and non-commercial television. As a conse- 
quence of past and present-day regulatory policy 
geared to protecting broadcasting in the major mar- 
kets, the growth of cable has been restricted largely 
to outlying areas of the country. The aim of the Re- 
port has been to sketch out public policies that would 
provide a satisfactory basis for substantial cable 
penetration of major urban markets, without seri- 
ously harming over-the-air broadcasting. 

In terms of well-conceived future public policy, 


Smahowever, consideration of the issues addressed in 


this Report is only a first step. Once the door is open 
to major markets, other serious questions and issues 
will intrude, as the industry evolves. 

One question of paramount importance is the 
possible long-term effect of cable television on the 
quality and the diversity of television programming 
available to the American public. Much has been 
said about the conditions under which distant sig- 
nals are to be brought into local markets. But are the 
offerings to cable subscribers to be confined to a mix- 
ture of local and distant broadcast signals carrying 
standard broadcast fare? Or will channels be made 
available for a wide range of local originations by the 
cable operator himself, or by specialized program 
producers leasing channels from the cable operator 
on a common-carrier basis? The FCC has already 
gone on record as favoring common-carrier oper- 
ations, and it is soon to require that systems in ex- 
cess of 3,500 subscribers originate programming ‘‘to 
a significant extent.” What are to be the ground 
rules for setting lease charges and defining non-dis- 
criminatory access, the basic elements of the com- 

-mon-carrier concept? In meeting the requirements 
B: originate, will cable operators be attracted to new 

kinds of programming catering to small audiences, 
thereby substantially improving the range of choice 
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available to the television viewers; or will they be 
lured to token conformity—marked by still older 
movies and still more canned re-runs? We have 
talked much about the incentives and responsibili- 
ties of broadcasters. But what about the incentives 
and responsibilities of cable operators? 

- Questions also arise about the feasibility and 
time-phasing of services that go beyond conventional 
home television. Facsimile mail reproduction, shop- 
ping services, information storage and retrieval, and 
audience polling and voting on two-way systems im- 
mediately come to mind. In this Report, we have 
been primarily concerned with the penetration of 
cable into major markets on the basis of importing 
distant signals. As the Park study suggests, perhaps 
40 percent of the homes in major markets would be 
served by cable on this basis. But if new services are 
eventually perfected, penetration might rise to 
much higher levels, perhaps approaching 100 per- 
cent. This eventuality raises questions of the terms 
of access by cable of specialized users (such as data 
service bureaus, the Post Office, and retail mer- 
chants). Pressing issues may someday arise about 
the interface between cable facilities and services, 
on the one hand, and the existing and projected tele- 
phone plant, on the other. The additional growth of 
cable, stimulated by new services as well as ex- 
panded television origination sources, could event- 
ually pose a more serious threat to broadcasting 
than we have considered here (though we should 
immediately note that the direct-compensation 
scheme could be easily modified to take these addi- 
tional factors into account). 


‘ For whatever reason audience loss to local stations occurs 
—whether from distant signals, national or regional cable net- 
work programming, or origination by cable operators of program- 
ming competitive with broadcast fare—the audience loss shown 
by the sampling surveys discussed earlier would rise, and the local 
stations could be compensated accordingly. 
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Obviously, one cannot now confidently predict 
the timing and nature of this evolutionary process. 
Answers to the questions above will depend on the 
nature of markets for particular services, the chang- 
ing nature of consumer tastes, advances in cable 


technology, the imagination and risk-taking of en- 
trepreneurs, and, of course, well-conceived regula- 
tory policies at the federal, state, and local levels. All 
of these will be engaging topics for future debate, 
analysis, and decisionmaking. 
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PREFACE 


Although the future growth of cable television holds out the promise 
of more diverse programming, it also poses a threat to over-the-air 
television broadcasting. This Report estimates the dimensions of that 


threat. 


In this study, statistical techniques are used to estimate expected 
cable penetration, the elements of a model describing how the audience 
divides its viewing among available signals, and relationships between 
audience and revenue and between revenue and programming. These pieces 
are put together in a comprehensive computerized model, which is used 


to estimate in detail the potential impact of cable on broadcasting. 


Some of the work reported here was performed at the Federal Com- 
munications Commission (FCC) computer facility in Washington, D.C. 
The author wishes to thank J. N. Hand and his staff at the FCC for 
their generous help, which made this part of the work possible. 
Valuable assistance and comments were also provided by A. Carlin, 

S. J. Carroll, L. L. Johnson and E. C. Poggio of Rand, M. S. Horne 
of Covington and Burling, A. Korn of the FCC, and R. R. Ridgeway of 


the American Research Bureau (ARB), 


This Report is part of a larger Rand effort, financed by a Ford 
Foundation grant, to explore public policy issues raised by the future 


of cable television. Other publications in the series include: 


o Leland L. Johnson, The Future of Cable Television: Some 


Problems of Federal Regulation, RM-6199-FF, January 1970. 


o Richard A. Posner, Cable Television: The Problem of Local 


Monopoly, RM-6309-FF, May 1970. 


o Nathaniel E, Feldman, Cable Television: Opportunities and 
Problems in Local Program Origination, R-5/70-FF, September 1970. 
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I. INTRODUCTION AND SUMMARY 


THE PROBLEM 


The growth of cable television raises a real dilemma for public 
policy. On the one hand, it holds out the promise of more diverse 
programming made possible, even promoted, by the ability of cable to 
carry a large number of signals. On the other, it poses a threat to 
over-the-air television broadcasting. When cable carries distant 
signals, it fragments the local audience, tending to reduce local 
station revenue. There are several reasons for being concerned over 
the reduction of broadcast stations’ revenue. Some of the more 


important ones are listed below. 


1, Most directly, broadcasters themselves are understandably 
concerned about developments that may decrease their profits and jeop- 


ardize their investments, 


2e the Federal Communications Commission (FCC) fae an histories! 
commitment to promote and protect the viability of ultra~high-frequency 
(UHF) broadcast stations. In light of this commitment, the FCC is 
particularly concerned over possible adverse effects of cable growth 


on such stations. 


3. Smaller profits or larger losses might force some stations 
off the air. This would reduce the amount of service available to cable 
non-subscribers. The loss to those viewers who are in areas not served 
by cable, and to those who cannot nregrd the cable subscription fee, 


might be considerable, 


4, Reduced revenues may force broadcasters to reduce the quality 


of their programming, particularly local and public service programming. 


5. If the aggregate revenue of broadcast stations were reduced, 
total support for program production would also decline (at least as 
long as no new source of Ee oat were added). Because support is 
provided primarily by advertisers rather than viewers, at a level of 


only a few pennies per viewer hour, there is some presumption that 
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the current level is already too low to be optimal. A further decline 


would therefore be unfortunate, 


Each of these concerns can be illuminated by a study of cable's 
potential impact on broadcasting, but each suggests a somewhat dif- 
ferent focus. Concerns 1 and 2 center attention on the magnitude of 
revenue changes due to cable, and their distribution; concern 2 singles 
out UHF stations for special attention. Concern 3 suggests the desir- 
ability of investigating the profit impact of cable, as indicated perhaps 
by the number of profitable stations made unprofitable (or vice versa). 
To illuminate concern 4, one would want to investigate relationships 
between station revenue and local and public service programming. For 
concerns), a relevant statistic “is the decline in aggregate station 
revenue to be expected because of cable. The work reported here 


attempts to shed light on each of these aspects. 


METHOD AND RESULTS 


All the work described in this Report is aimed at the construction 
of a computerized "impact model" capable of providing the type of infor- 
mation sketched above. Four important pieces of the model are estimated 
in Chapters II through V. They are put together to make the impact 


model in Chapter VI. 


Certainly, the potential impact of cable on broadcasting depends 
on what portion of households can be expected to subscribe to cable 
service, Estimates of cable penétration ultimately to be expected 
are made in Chapter II by fitting a set of "logistic" growth curves 
to data on a fairly large sample of cable systems. Not surprisingly, 
ultimate cable penetration tends to be higher (a) for systems carrying 
a greater number of distant signals and (b) for systems operating in 
areas with fewer signals available Jocally over the air.;) For the 
classifications used, estimated ultimate penetration ranges from 29 
to 60 percent. Rough calculations suggest an ultimate nationwide 


average penetration on the order of 40 to 45 percent of households. 
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In estimating impact, it. is of central importance to know what 
share of the audience will watch distant signals, and what share will 
continue to watch local ones. A method for estimating audience shares 
is developed in Chapter III. The hypothesis there is that "attractiveness" 
indices can be assigned to television signals so that,. for any set of | 
Signals, audience shares tend to be proportional to the indices. In 
the process of actually assigning such indices, several rough tests 
provide some support for the hypothesis. Of particular interest in 
Chapter III is an estimate that the attractiveness index for a network 
signal broadcast over UHF is only about one-half the index for the 
Same signal broadcast by very-high-frequency (VHF) transmission, pro- 
bably because of transmitter, antenna, and tuner differences. Since 
the UHF handicap is wiped out when the UHF station is carried on cable, 
this estimate provides one reason to expect that cable may help UHFs, 


at east relative: to\docal VHFs. 


Taken together, the results of Chapters II and III permit the cal- 
culation of station audience if distant signal carriage is specified. 
Chapter IV contains estimates that aid in translating station audience 
into station revenue. Of particular interest here are two results that 
indicate that an audience taken from local stations by distant signals 
is more valuable to the losing station than to the gaining station. 
First, the revenue-audience relationship is found to be curved in such 
a way that an additional household is worth less to a large station than 
to a small one. Second, distant audience is found to be worth less than 
closer. audience. Since one result of cable growth is likely to be a 
decrease in the local audience of small stations and a corresponding 
increase in the distant audience of larger stations, both results indi- 


cate that total audience value will be decreased by cable growth. 


In Chapter V, the relation between local and public service pro- 
gramming, on the one hand, and station revenue, on the other, is investi- 
gated. In general, both the quantity and the quality of such programming 
are higher for stations with higher revenue. On the average, between 


15 and 21 cents of each additional revenue dollar is spent on local 
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programming. This suggests that any adverse impact of cable on station 


revenue may well be reflected in decreased local programming. 


In Chapter VI, the pieces are put together to form the compre- 
hensive impact model. A strong set of distant signals is assumed -- 
Signals from four very strong independents in the top 100 markets and 
three in the next TOC, plus network signals sufficient to provide 
three-network service. - Cable penetration is assumed to reach ultimate 
levels, The model provides detailed estimates of station audience, 
revenue, and local programming expenditure, with and without cable, 


e 


in three different environments: 


o 1960's environment, with UHF set penetration at: November 1968 
levels, and a UHF handicap due to antenna, transmitter, and tuner 


differences of, about one-half, as estimated in Chapter IIT. 


o -1970's environment, in which UHF set penetration is assumed 


to reach 100 percent, but the UHF handicap due to the other factors 


remains unchanged. 


o 1980's environment, in which technological improvements are 


assumed to have eliminated the UHF handicap entirely. 


Table 1.1, showing the impact of cable on revenue in the 1970's 
environment, is a sample of the results presented in Chapter VI. This. 
table reflects only effects on local audience. Stations carried by 
cable into distant markets have, in addition, a distant audience that 
algo Contriputes to revenue. ‘The contribution of distant audience. ts 


discussed separately below. 


Overall, station revenue (attributable to local audience) is 
reduced 18 percent by cable at its ultimate penetration, carrying the 
‘strong set of distant signals assumed, There is, however, considerable 
variation among markets and among different kinds of stations. Generally, 
stations in smaller markets are harder hit than those in larger markets. 
Those in large (top 50) markets lose, on the average, 15 percent of 
their non-cable revenue; those in small (fourth 50) markets lose 56 


percent, on the average. 
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Table 1.1 


PERCENTAGE CHANGE IN REVENUE DUE TO CABLE 
IN A 1970'S ENVIRONMENTA@ 


Market Rank 


Type of Station 1-50 51-100 101-150 151-200 1-200 
Network VHF -17 -24 -31 © =55 -20 
Network UHF a -18 -15 (b) -14 
Independent VHF -11 (b) (b) (b) -l1 
Independent UHF +20 +20 (b) (b) +19 
All -15 -23 -30 -56 -18 
Notes: 


a i ‘ ; 
All figures reflect the effect on local audience only. Distant 
audience increases values in some cases. 


b age F ; . : 
Classifications with fewer than five stations are not reported 
in detail, but are included in the totals. 
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The reasons for stations in the smaller markets being harder hit 
are easy to see. Distant signals capture a larger share of the local 
audience when competing with a smaller number of local signals. Also, 


cable penetration is expected to be higher in markets with fewer local 


signals. 


There is also striking variation in how different kinds of stations 
are affected. Generally, UHF stations are less harmed -- many are even 
benefited -- by cable than are VHF stations. Network affiliated UHFs 
in the model lose, on the average, 14 percent of non-cable revenue, and 
the revenue of UHF independents actually rises 19 percent above its 


non-cable level. 


The general reasons for this differential impact between UHF and 
VHF are clear. Over the cable, UHF stations are on an equal footing 
with, VHF “stations. Lt does not matter whether the cable subscriber 
lacks a UHF antenna or lives where UHF reception is poor. He gets UHF 
stations with the same click-stop tuning as VHF stations. The gain 
from achieving technical parity with VHF over the cable tends to offset, 


and in some cases more than offsets, the loss from audience fragmentation. 


Among the UHF stations, the network affiliates are harmed by cable 
while the independents are helped, There are two explanations for 
ends « First, the principal competition of independent UHFs is VHF 
stations, but many UHF network stations compete with one or two other 
network UHFs. Independents thus have more to gain than network stations 
from echieving technical parity with VHF stations on the cable. Second, 
network UHFs are generally found in smaller markets than are independent 


UHFs, and the smaller markets are harder hit by cable growth. 


The discussion above reflects only the effects of cable on local 
“audience. In the model, the gain in distant audience exactly equals 
the loss in local audience. The distant audience also has some value, 
and thus tends to offset some of the revenue losses discussed, Results 
on audience-revenue relationships from Chapter IV may be used to esti- 


mate the size of the offset. Estimates there indicate that distant 
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audience is worth less than local audience. Also, because of the 
curved relationships between audience and revenue, additional audience 
is worth less to large stations than to small ones. It seems likely 
that stations carried as distant signals will tend to be fairly large 
ones with strong programming, certainly larger on the average than the 
local stations whose audience they capture. The combined effect of 
curvature and distance is to make distant audience worth about half as 
much as local audience. The net overall revenue loss attributable to 
cable is then 9 percent; half of the 18 percent loss in revenue based 


on local audience is gained back by stations carried as distant signals. 


If, as seems likely, distant signals are taken mostly from larger 
markets, the differential impact of cable in large and small markets, 
apparent in the table, is accentuated. Large-market stations, which 
lose least in terms of local audience, stand to gain most in terms of 


distant baudbence, 


Additional results, relating to audience, profit, and local 
programming expenditure as well as to revenue in the 1960's, 1970's, 
and 1980's environments, are reported in Chapter Vi. Generally, the 
patterns: that emerge in Table 1.1 and the discussion above are repeated 


in thesadditional results: 


o Cable reduces aggregate station revenue by about 9 percent, 


roughly equal to one year's normal revenue growth. 


o Stations in larger markets are, on the average, little affected 


by cable growth. 


o Stations in smaller markets, on the other hand, are significantly 
hurt -- enough so that many might be forced to discontinue service or 


continue only. as a satellite of a larger station. 


o In the near term, say through the 1970's, the impact of cable 
‘on UHF network stations is slight; and UHF independents are helped 


substantially. 
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i. “EXPECTED ~CABLE, PENETRATION 


In 1969, roughly 6 percent of U.S. Pevevt ton homes were cable 
suber e nero and this figure is increasing rapidly. Over the past 
- decade, the number of subscribers has increased at an average annual 
rate' of about 21 percent,” while the number of cable svstems has grown 


by \1>. percent..per eee 


The future impact of cable on television broadcasting certainly 
depends on how far this remarkable growth continues, If 90 percent 
of all television homes ultimately subscribe to cable service, the 
impact will obviously be greater than if only 30 percent do. This 
chapter presents estimates of average cable penetration levels ulti- 
mately to be expected. These estimates suggest that ultimate pene- 


tration may be on the order of 40 to 45 percent nationwide. 


LOGISTIC GROWTH CURVE 
The logistic growth curve, 


Ame. Chay), 
is frequently used to represent growth processes, The size of the 
growing entity is denoted by Y, T denotes time since growth began, 

e is the base of natural logarithms, and ao and 8 are parameters. This 
curve is sketched in Figure 2.1. The shape of the curve makes clear 
its rclevance for many growth processes. The entity zrows slowly at 


first, then at an increasing absolute rate as it gets bigger. As it 


lomere were 3,600,000 cable subscribers in January 1969 and 
ey Ren e180 Eee te ior eee aoids in September 1968 (ARB figure) 
aeeeeine to Television Factbook, 1969-1970 Edition, No. 39, Services 
Volume, published by Television Digest, Inc., Washington, D.C., 1969, 
pp. /9-a and 97-a. 


le 550,000 in 1959 to 3,600,000 in 1969. Television Factbook, 
pe 719-a. 


ren 560 in 1959 to 2,260 in 1969, Television Factbook, p. 79a. 
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Fig. 2.1— Logistic growth curve 
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approaches its mature size, its growth rate begins to decrease, 


Finally, it approaches its ultimate size asymptotically. 


Qualitatively, at least, the logistic curve is a good descriptor 
of growth of many entities whose ultimate size is limited, for example, 
a tree, or a colony of fruit flies in a finite container, or a cable 
television system with a finite service area. Figure 2.1 is easily 
interpreted in terms of a cable system. The new system gets off to 
a relatively slow start for a variety of reasons: since it is new to 
the community, many people do not know of its existence or understand 
the serviceyit’ provides. jsNoresis’the firm likely tovbenstaffed ‘to 
sustain a maximal growth rate from the beginning. But as the system 
grows, the word gets around. More people now have neighbors who sub- 
scribe, and so know first hand about the service, The growth rate 
picks up. Perhaps additional installers and sales personnel are 
hired. At some point, though, most of the easy sales have been made. 
The growth rate slows as fewer and fewer potential subscribers remain 
unsigned. The system slowly approaches its ultimate size, with all 


households that desire service being served, 


THE MODEL 


To estimate ultimate cable penetration levels, I fit’a set of 
logistic growth curves to data on actual cable systems. For this 


purpose, equation (2.1) needs some embellishment. 


When (2.1) is applied to a cable system, Y denotes the number of 
subscribers. Obviously, the ultimate number of subscribers, e will 
vary from system to system, depending on the number of households in 
the system's service area, the type of service offered, and other 
factors.y Tovaccount for this, I specify 


oy ew Pade pains (252) 


Here H is the number of households in the service area; Fy is the 
fraction of all households expected ultimately to subscribe if the 
system offers service of types 1; u is an error term introduced to 


represent the influence of all other factors -- income, availability 
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of alternative entertainment, variations in taste and in cable system 


management, for example. 


Type of service.is defined initially in terms of the. numbers of 
local and distant signals carried by the system. If other things were 
_@qual, one would expect _a system that carried many distant signals to 
have a higher ultimate penetration than one with few distant signals. 
Also, other things again equal, one would expect that a system in an 
area with more local signals would have a lower ultimate penetration 
than one in an area with fewer. If local signals are abundant, distant 
Signals available only on the cable offer less incentive to subscribe. 
"Service of type i" is specified more concretely in the following 


section, as are the other variables in the model. 


Referring £0 Figure 2.1, we note that the parameter 6 is a mea- 
sure of how stretched out the growth curve is. The larger is 8, the 
longer is the time until the inflection point on the growth curve is 
reached. This parameter, too, may be expected to vary from system to 
system. I expect it to be larger the more households there are in the 
system's service area, and so specify 


2 
oo By tf BoH a8 BH : C205) 


The HW term is included to allow for possible curvature in the rela- 
tion, there being no reason a priori to expect it to be linear. Admit- 
tediv 2.3) oshould be a stochastic relation, dike. (2.2). sl omituthe 
error term, making the relation deterministic, for pragmatic reasons: 
to make it possible to estimate the resulting equation, (2.4) below, 


using conventional methods. 


Substituting from (2.2) and @ 3): in (2. aiand irakine: natural 


logarithms, we get 
2 
Woes vlog 8, + tog Here (1/1 hi + SASS Bin op ele ay i i oir 


With some slight additional manipulation, and assuming that the errors 

u are distributed independently (of each other and of the independent 
variables) with zero mean and constant variance, (2.4) is an appropriate 
subject for ordinary least squares estimation, The next section dis- 
cusses the data used to estimate (2.4), and the section after that 


presents the estimates themselves. 
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THE DATA 


Data used are for a cross section of cable systems as of February 
1969, taken from the 1969-1970 Television id ae The sample in- 
cludes all 46 of the systems listed as having 10,000 or more subscribers, 
plus every sixth listed operational system with fewer than 10,000 
subscribers, read from a randomly chosen starting pena Since the 
listing is alphabetical by state, the geographical distribution of 
Systemspin gthe sample is) the, same as that of all listed systems, The 


total number of systems in the sample is 416. 


Entries in the Factbook usually include a list of television 
stations carried by the cable system, By referring to maps in the 
CATV Nel one can usually determine which of the stations are 
distant signals (that is, carried by a cable system outside the 
station's Grade B contour) and which are local signals. The number 
of systems for each combination of distant and local signals is 
shown in Figure 2.2. The systems represented in Figure 2.2 total 
395; for 21 of the systems in the gross sample, stations carried are 


not listed in the Factbook. 


The systems in Figure 2.2 are divided into six groups, each pro- 
viding a roughly homogeneous type of service. Assignments to groups 
are made based on a priori judgment, and on the need to have a minimum 
of thirty or so systems in each group to get good estimates. Analyti- 
cally, the most important division is that between systems with two 
or fewer local signals, that is, systems in areas where a full network 
lineup is not available over the air, and systems with three or more 
local signals. In the former case, the cable, typically carries ;the 
missing network signal or signals, presumably making cable service 
especially attractive, The other divisions, shown by lines in the 
figure, are chosen with less a priori justification primarily so 


that systems are well distributed among different types of services. 


See leviston Factbook, pp. 363a-59l1la. 


ee ander City, Alabama. 


Scary and Station Coverage Atlas, 1968-1969, published by Tele- 


vision Digest, Inc., Washington, D.C., 1968. 
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Fig. 2.2— Number of systems carrying different combinations 
of local and distant signals 
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To obtain estimates of the asymptotic penetration levels for 
each type of service, the Fy in equation (2.4), dummy variables, Di» 
are defined corresponding to the service classifications as follows. 


De 2a ee 
ay 


a Type of Service 

at Localvsiguais <2 Distant signals < 3 

2 Local signals < 2 Distant signals > 4 

5 3°< Local signals < 6 Distant signals < 3 

4 3 < Local signals <n6 Distant signals > 4 

5 Local signals > / Distant signals = 0 

6 Local signals cage Distantgsignals > 1 . 


Otherwise, Dd, = 0, A system with service of type 1, for example, is 


Saba Ai =D. =0, 


represented by D ees 6 


ui 
The number of households variable, H, is constructed in the fol- 
lowing manner. The Factbook listing usually includes population of 
the system's service area. This figure is converted to number of 
households by dividing by the average number of persons per household 
in the state in which the system is located. Average persons per 
household, in turn, is calculated from census cone by dividing state 


population by number of occupied dwelling units in the state. 


The time variable, T, is calculated from the Factbook listing, 
which usually includes the date that the system began service. Time 
in months from begin~service date to February 1969 is the value used 


fora. 


Finally, the number of subscribers, Y, is taken directly from the 


Factbook listing. 


Because subscribers, population, or begin-service date is missing 
from:some listings, the usable sample is further reduced to 352 


observations. 


County and City Data Book, 1967, U.S. Department of Commerce, 
Washington, D.C., 1967. 
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THE ESTIMATES 


Making use of the dummy variables defined in the preceding sec- 
tion, (2.4) can be rewritten in a form suitable of ordinary least 


Squares estimation as 


6 
Jog Y - log H = ) log F,@,) + Ge a + B, (-H/T) C25) 


+ B(-H’/T) +u, 


Regression of log Y - log H on the D,'s, ~1/T, -H/T, and -H°/T, with 
the intercept suppressed, yields estimates for the log F's and the 
B's. The estimated coefficients for this first regression, together 


With their te vatues.. are shown as line=(1) Hn Table 2.1. 


There are two things to note about this first regression before 
going on to the definitive form of the relationship. First, the esti- 
mated coefficients of Dy and D, are the same; the sample offers no 
evidence that asymptotic penetration levels for systems with two or 
fewer local signals depend on the number of distant signals carried. 
Second, the estimated coefficient of the -H7/T termris not significantly 
different than zero at the .95 confidence level; there is no evidence 


that the 8 parameter in the logistic growth curve is a non-linear 


function of number of households. 


Consequently, I estimate a revised form of the relationship. 
Service of types 1 and 2 is lumped together and called type 1. In 
other words, all systems with two or fewer local signals are classi- 
fied as offering type 1 service, regardless of the number of distant 
Signals they carry. Also, the Ho/T term is omitted from the equation. 


The resulting equation to be estimated is 
6 
‘log Y - log H ae ; log F,(D,) + 8,(-1/T) + 6, (-H/T) + u. (2.6) 
on? 


Estimated coefficients and t values are shown as line (2) in Table 2.1. 


Estimated Penetrations 


The coefficients of the D, are estimates of log Pye By raising 


e to these powers, one obtains estimates of the Py themselves, the 
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asymptotic penetration levels. These values, the central results of 
this chapter, are presented in Figure 2.3. Ninety percent confidence 
intervals for the estimates are shown within parentheses in the 


ice 


The relative magnitudes of the estimated asymptotic penetration 
levels correspond well with a priori expectations. Systems in areas 
with two or fewer local signals have the highest penetration. Here 
cable service is especially attractive because it supplies missing 
network signals and adds greatly to the very limited service available 
over the air. My estimate indicates that a cable system in such an 
area can expect, on the average, ultimately to serve 60 percent of all 
households in its service area. In areas where more local signals are 
available, estimated asymptotic penetration levels are lower. In an 
area with between three and six local signals, a cable system that 
imports three or fewer distant signals can expect an ultimate pene- 
tration level of .373; a system importing more than three distant sig- 
nals will do better, averaging an ultimate penetration of .50. For 
areas even better endowed with local signals, estiinated ultimate pene- 
tration decreases still further: .29 for systems that do not import 


distant signals, .42 for those that do. 


Nationwide Average 


Estimated ultimate penetration levels in Figure 2.3 may be used 
to calculate a rough estimate of expected nationwide average penetration. 
I make two assumptions, both of which bias the estimate upwards. First, 
all cable systems will carry four or more distant signals, so the boxes 
atethe=topein-fipgure’2;3"apply.” “Second, all television homes are 
located in areas where cable service can be provided at a reasonable 


price, 


Nearly two-thirds of all television homes are located in areas 


where three to six signals are received, so the middle column of boxes 


posed on a 1.65 standard error band on either side of the esti- 
mated log Pye 
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Fig. 2.3— Estimated ultimate penetration percentages 
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in Figure 2.3 is numerically the most important one. Most of the 
remainder can receive seven or more signals, so the column to the 
right is also important. Using the distribution of homes by signals 
received, and penetration estimates from Figure 2.3, expected nation- 
wide average cable penetration is calculated in Table 2.2, Making 
some allowance for the upward bias introduced by my assumptions, the 
result can He stated as follows: Expected nationwide average cable 


penetration is on the order of 40 to 45 percent. 


Estimated 8 Coefficients 


It may be of some interest, if only as a check on the plausibility 
of the model, to discuss the estimated 8 coefficients, as well. From 
line (2) of Table 2.1, the estimated expression for the parameter 8 
inthe topistic growth (curve is 8.=.1.30/) +, .00038/H.. ,In the sample, 
the mean number of households is 12,929. Recall that the inflection 
point of the logistic curve comes at T = 8/2. For the average system, 
then, the estimated inflection point is reached only three months 
after service begins. For a system with a large service area, say 
250,000 households, the estimated inflection point comes 49 months 
after service begins. These figures strike me as being somewhat on 


the low side, but not altogether unreasonable. 


ASSESSING THE OVERALL SIGNIFICANCE OF THE MODEL 


R-squared for the second regression in Table 2.1 is .39. All-it 
takes is a glance at the t values to assure one that this is statisti- 
cally a highly significant portion of the total variance in the depen- 
dent variable. But the variance of log Y - log H does not have much 


intuitive meaning. 


To make possible a more informative assessment of the overall 
in-sample performance of the model, I rewrite equation (2.6) as a 
predictor of number of subscribers: 
=(6.-+06.H) /T 

(B, + 8H) / 


Y (2.7) 
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EXPECTED NATIONWIDE AVERAGE PENETRATION 


RE 


Number of Percent of Estimated Percent 
Stations Received TV Households Penetration on Cable 
Ce rc TTD 

2 or fewer . en ei) .60 20 

3 too 64.0 250 SPA 

7 or more 2226 ba? Laud 

Tetal 100.0 ; “hed 
Notes: 


aerom Nielson national sample in September 1967 cited in "A Study 
of Distribution Methods for Telecommunications (Complan Associates) ," 
A Survey of Telecommunications Technology Part 2, President's Task 
Force on Communications Policy, June 1969, PB 184 413. 


inn 2 times column 3. 


as 


Cat oa 


™ Ta AF z a’ 
7 | 


Lag foe 


As shown in the third line of Table 2.3, equation (2.7) explains 31 
percent of the total variance in subscribers. Obviously, the "other 
factors'' represented by the error term in the model are important, 
resulting in 69 percent of the total variance. But it is also true 

that the factors included explicitly in the model have a highly signifi- 
Neant intiuences the F statistic for equation (2.7) 1s 25.9, and | 

Ae 345, .01 is only about 2.70. Thus the equation is significant 

far beyond the .01 level. If the other factors remain reasonably 
constant, then my estimates should be reasonably good predictions. 

If not, then the other factors should be taken explicitly into account 


in the model, if possible. 


Another way to evaluate the performance of the model as a pre- 
dictor of subscribers is to compare its performance with that of a 
naive (an even more naive) model, For the comparison model, I use 
number of households as a linear predictor of number of subscribers, 


getting the least squares equation 


“ 


Veaumeeoo 7? te 4025230 _, (228) 
(10.34) Kogt7) 


The numbers in parentheses are t values, 


As shown in Table 2.3, equation (2.8) explains 10 percent of the 
variance in Y. Even this simple equation is highly significant. Its 


F statistic is 20.2,7 much greater than F 256.72. 
WoO: 


sue 
But equation (2.7) does much better than the naive comparison 
model. It explains more than three times as much’ variance. The F 
statistic for additional variance explained by Ory )e relative to. (2.8) 
i ly. about 3.08. 
3Gey Lees Br 345, .01 is only abou 


CABLE PENETRATION VERSUS CABLE SHARE OF VIEWING 


Figure 2.3 shows estimates of percent of households that will 


ultimately subscribe to cable. This may not be the same as percent of 


pquation (2.8) explains 768(10°) Dee GSE Sea of variance with 
one degree of freedom, leaving 7072 (10°) unexplained with 350 degrees 
ae freedom. F = (768/1)/(7072/350) = 20.2. 
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ANALYSIS OF VARIANCE OF SUBSCRIBERS ABOUT MEAN 


Sum of 
Squares Degrees of Mean F 
Source of Variance R-Squared (106) Freedom Square Statistic 
Explained by (2.8) .098 768 1 
Additional explained 2 
by (237) aes, 1672 5 33544 PAS ed 
Total explained 5 
by? €2379 coud 2440 © 6 406.7 2539 
Unexplained 
residual A eceie} 5400 3G), & 15.7 
Total 1,000 , 7840 eieBk 
Notes: 
4g = BUNS 
Dg Sh DRS OL wears 
DP = 2.70. 
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viewers that subscribe, and it is this latter quantity that is needed 
for the impact model of Chapter VI. In fact, there are good reasons 

to expect that the two quantities will differ: Avid television watchers 
seem more likely to subscribe than those with less interest. If that 

is true, then the 42 percent (say) of households that subscribe may 
account. for significantly more than 42 percent of homes viewing tele- 


vision at any given time. 


Four audience surveys that report cable and over-the-air viewing 
Seaaratels shed some light on this subject. In all fone eaetea the 
percentage of cable subscribers watching television during prime time 
is greater than the corresponding percentage of non-subscribers. (The 
same is true for the 9 a.m. to midnight averages.) For example, a 1968 
survey in Kern County, California, found that 64 percent of cable sub- 
scribers used television on average during prime time, compared to 56 
percent of non-subscribers. Therefore subscribers, who constituted 
26.6 percent of all television homes in the county, accounted for 29.3 
percent of all prime-time viewings” Similar figures from two surveys 
in San Diego County, California, and one in El] Paso County, Colorado, 


are shown in Table 2.4. 


The four points in Table 2.4 aid in establishing the assumed rela- 
tionship, plotted in Figure 2.4, between percent ne households: sub- 
scribing to cable and percent of viewing accounted for by cable subscribers. 
The assumed relationship consists of three straight line segments. The 
first, over the range from zero to one-third cable penetration, is the 
least-squares line through the origin, defined by the four observed 
points. The second, from one-third to two-thirds penetration, is 
parallel to the 45-degree “equality” line. The third, from two-thirds 
to 100 percent penetration, completes the route to 100 percent viewing 


at 100 percent penetration. 


Eecaroduced jn "The Economics of the TV-CATV Interface," Staff 
Report to the Federal Communications Commission, Washington, D.C., 
July 15, 1970, p. 14 and Appendices 2 and 3. Hereafter this is referred 
to as Staff Report. 

area x .266)/(64 x .266 + 56 x .734) = .293. 
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CABLE PENETRATION VS. CABLE SHARE OF VIEWING 


Non~Cable Cable 
Fraction Prime-Time Fraction Prime~Time 
: of HUT® of HUT? Fraction 

Survey Households (percent) Households (percent) of HUT@ 
Kern County, 
Caqifomia 734 56 .266 64 3293 
San Diego County, 
Calitormia, 19-70 . 860 56 ~140 Ae .146 
San Diego County, 
California ,.4969 891 56 7109 60 mLG 
El Paso ;County, 
Colorado 796 60 .204 69 e225 


Note: 


“Homes using television. 
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Fig. 2.4—-Cable penetration versus cable share of viewing 
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OTHER SERVICES 


Obviously, the estimates of asymptotic cable penetration levels 
presented in this chapter (Figure 2.3) apply only to cable systems 
whose primary service is delivery of some combination of local and 
distant television signals. Future cable systems may additionally 
offer a number of other, essentially different services, such as 
opinion polling, automatic meter reading, and unique kinds of cable 
originated programming. If such services should come to motivate 
an important part of cable demand, my estimates will no longer be 
relevant. (To the extent that cable originations resemble broadcast 
programming, however, origination channels could be counted as distant 


signals, and my estimates could still be used.) 


Of course, empirical estimates of the importance of dramatic new 
services are impossible as long as the services are non-existent. In 
an attempt to get some feel for the importance of extra services 
offered by cable systems, I estimate a model that allows for an effect 
of two unique extra services currently available on some systems: 
mechanical origination, such as time and weather, and local live 


origination. The model is 


yO - (8,+8,H)/T +u 


fo Ye : (2.9) 
al 


The new variable 0 is a crude index of a system's origination activity. 
It can take on values of zero, one, or two, with one point assigned 
for each type of ocigination offered by the system. in the model, 
origination increases expected subscribers at any point in time by 


the factor ‘sles where y is a parameter to be estimated, 


Typdel (2.9) results in a regression equation identical to (2:26) 
except that it includes a yO term on the right hand side. Parameter 
estimates for this model are shown as line (3) back in Tables a. withe 
estimated origination coefficient has the wrong sign, but is not sig- 
nificantly different than zero, with at value of only -.41. Other 
specifications of the origination index 0 -- including canned as well 
as mechanical and live origination, and using a zero/one origination 


dummy instead of the additive index described above -~ perform even 
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worse. Estimated y coefficients for these other specifications are 
larger negatively, but in no case does the t value exceed 0.8 in 


absolute value, so none are significant even at the .25 level. 


Based on these results, one cannot reject the hypothesis that 
current cable originations have no effect on asymptotic penetration 
levels. However, other services available in the future may result 


in penetrations greater than those estimated here. 


SUMMARY 


Expected ultimate cable penetration levels are estimated by 
fitting a set of logistic growth curves to 1969 data on cable systems. 
Highest penetration, 60 percent on average, is to be expected in areas 
with two or fewer local signals. In such cases, the number of distant 
signals carried has little or no effect on expected penetration. Lowest 
penetration is estimated for cable systems that carry no distant sig- 
nals and operate in areas with many local signals; such a system can 
expect ultimately to serve 29 percent of all homes in its service area 
on average. Expected penetration for systems with other combinations 
of local and distant signals ranges from 37 to 50 percent, as shown 
in Figure 2.3. Rough calculations based on these estimates suggest 
an ultimate nationwide average cable penetration on the order of 40 


to 45 percent. 


Because cable subscribers watch more television than do non-_ 
subscribers, 40 percent, say, of homes subscribing to cable constitute 
more than 40 percent of television audience, About 3 percent should 
be added to the numbers in Figure 2.3 to convert them from percent of 


homes to percent of audience. 


Ultimate penetration may be higher than estimated if radically 
new cable services are offered in the future. The. kind ofvorieina= 


tion now offered, however, does not significantly affect penetration. 
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Cable companies that offer their subscribers a choice among local 
and distant signals tend to decrease local station audience because 
some subscribers choose to watch the ideeant signals instead of the 
local ones. In order to assess the potential impact of cable growth 
on television broadcasting, it is necessary to have some way of esti- 
mating how audience divides among available signals. One method is 


developed in this chapter for use in the impact model of Chapter VI, 


STRUCTURE OF THE MODEL 


My basic hypothesis is that "attractiveness" indices can be 
assigned to television signals so that audiences tend to divide among 
any group of signals im; proportion’ to’ the indices.’ "uSay a particular 
group of viewers can receive a set of signals 8. Denote the index 
for the oe signal by as Then, according to my hypothesis, the 


fraction of viewers watching the dh signal tends to equal a,/a,. 
8 
The usefulness of such a hypothesis for this study is that it is a 


basisiior predicting how well particular sienals willido in distant 


markets (and how well local signals will stand up to the competition). 


The hypothesis assumes that there is some degree of consistency 
in the popularity of signals in different markets, for example, that 
an independent with a large audience share in its home market will 
tend to do better in distant markets than will a competing independent 
with a smaller share. This would not be true if the station's popu- 
larity were based on programs of purely local appeal, But it seems 
indisputably true chat the appeal of most popular programming is not 


restricted to a certain small geographical area. 


The hypothesis also assumes that there is one fairly homogeneous 
audience for entertainment programming, so that an additional signal 
will tend to draw away audience from all other signals. This would 


not be true in Peter Steiner's model of program patterns and 
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Weerer en ee there, an additional western would snlitutie, audience -of 
other westerns, leaving audiences viewing detective stories and other 
types of programs unchanged. My hypothesis deals, though, with average 
audience over long periods, and thus remains plausible even if Steiner's 


model describes viewers! micro-behavior. 


To keep data handling manageable, it is necessary to assume that 
television markets are "autarkie," that is, that (in the absence of 
cable) only home stations are viewed in each markets) (lL also assume 
that total audience, A, is not changed (increased) by importation of 


distant signals. 


Within each market, I assume that there are three groups of 
viewers, each able to receive a different set of signals. Cable 
viewers can receive all home market stations plus whatever distant 
signals are brought into the market. I denote this set of signals by 
C, If c is cable penetration (as a fraction of viewers, not homes), 
cable audience Ac = cA. Homes with all-channel receivers that do not 
subscribe to cable can receive all home market stations, a set denoted 
by U. Using u to denote UHF penetration, all-channel (non-cable) 
audience Ay = u(l-c)A. Non-subscribing homes with VHF-only receivers 
can receive only home market VHF stations, a set denoted by V. VHF- 


only audience AY = (l-u) (l-c)A. 


A station's local audience, A.» is the sum of its audience from 
each of the three groups of viewers Mos Aly» and AY. Using a dummy 
IE : . ; F ‘ 
variable D, equal to one if the i station is UHF and zero if it is 
if 


VHF, one can write the expression for local audience as 


A, = magi Peet Gs (3.1) 
io a C1 ‘ 
) 4, a Wa, 
V U C 


teeter O. Steiner, "Program Patterns and Preferences, and the 
Workability of Competition in Radio Broadcasting," Quarterly Journal 
of Economics, May 1952, pp. 194-223. 


rere is some evidence to support this. assumption in the Staff 
Report, pp. 12-15. If it were to be established that more signals l lead 
to more viewing, this could easily be built into the model. 
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(We see, though, in the next section, that a, for var UHP) station ss 
generally different over the air and over the cable, and this requires 


some modification of equation (3.1)). 


ASSIGNING THE a. 


My hypothesis is that indices a, can be assigned to signals so 
that audiences. tend to split in proportion to the indices. In this 
section I make the assignments and in so doing provide several rough 


tests of the hypothesis. 


VHF Network Stations 


During prime time, all of a network's affiliates broadcast much 
the same programs. Here is one case, then, in which the same set of 
signals is broadcast in many different markets, making possible one 


test of the audience share hypothesis. 


Consider only markets in which there are three VHF stations with 
unambiguous (not multiple) network affiliations. Then summing (3.1) 
over the three network stations in a market (the set NV) and dividing 
into 3,1) “pives 

Aiimay ies 82,1 Ory (3.2) 
NV NV 
My hypothesis implies that there is a tendency for each network's share 
to be the same in different markets. That is, if my hypothesis is 
correct, knowing a station's network affiliation should permit a useful 
estimate of its share of all network audience. | 
This may be tested by regressing AS) A. on D,, Do» and Da, dummies 


NV 
for NBC, CBS, and ABC affiliation, respectively. The resulting regres- 


sion equation using 234 observations is 


Pee 2,882 p 04H 2000, Dat yeaa) wee (323) 


nv + (57.48) (67.39) .2- (47098)... > 


The numbers in parentheses are t values; R-squared is .447, Network 


affiliation explains nearly half of the variance in network shares, 
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At least in the absence of a better general predictor, this is enough 
to be useful, tending to support my hypothesis. 
Normalizing by setting ) Ave 1, we can use the average shares -- 


NV 
the coefficients in (3.3) -- as estimates of a, for VHF network affili- 


ates. For multiple affiliates, I use appropriate averages of the 


single-affiliate a,'S. 


UHF Network Affiliates (The UHF Handicap) 


UHF stations are at a disadvantage competing with VHF stations 
for a number of reasons. First, not every home has an all-channel re- 
ceiver. Second, not every home with an all-channel receiver has a UHF 
antenna. Third, UHF stations typically operate at low power, making 
reception more difficult, particularly at the edges of a market. 
Fourth, the continuous tuner for UHF is less convenient to use than 
theselick=stopecuner “for VHP. Thus it seems likely’ that, even: among 
homes with all-channel receivers, UHF stations attract smaller audiences 


than would a VHF station broadcasting the same signal. 


I hypothesize that the "attractiveness" of a signal broadcast 
over UHF is decreased by the fraction H for reasons two through four 


above. For example, a, for an NBC UHF affiliate would be .332 (1-H). 


To estimate H, consider all three-station intermixed markets 
with unambiguous network affiliations, The expected share of each 


station in all-channel homes, S. is given by 


(J - DH) a, 


Sk eae ee Coho 
3 ) Re D,Ha, 
Manipulating (3.4), and recalling that ya, = 1, one obtains 
bas = a ° 3.5 
Sgicinay H(S,)D,a, D,a,) (3.53 


Equation (3.5) suggests that H can be estimated by regressing 


S. - a, on the term in parentheses in (3.5), with the intercept 
i i: 
suppressed. To do so, one must have numbers for the Ss ass and Di. 


os 


—_ ° z 

tag ; ' 
sites al ; , = ? - 
7 we featroded we iy 


ae 
ws guste: 


wie us) 


s 


* 
wis i ee ee | Z 
we 
a.497e6 of ’ ‘? U 
16 ’ j . ] apr by LP] 
' \ 
CHa 
€ 
A ° if 
ta 
: ’ 
17 
ps ‘ ' 
ay 
oe ¢ 
Oty 
- : 
ld 
LA of sy — » 7 
> j 
| ; 
- . - 
Rondo” sul dntt gmbitaoad tee (4.0) gedse! 1 
7 
iz 


' tv a 


ns MAL And py “A mdgepaat 4 { enc a diedy sfvegqus ( 


ABE) > Aye mg Gt, eu “a= 


4 


, 
at "NS tay) 
7 eer 


CF = ™ hs ae ee as auded taesag oo eee + 2 
€6on ; ; y pe A > ' ‘ Te 
> 7 ai e - a at 7 ny 7 : “8 =, 
; ee 7 ; - 


a 


eb be 


The a, are given by (303) , and the dD. are of course known, The method 
used to obtain the S5 is as follows: Start with each station's total 
prime-time audience, A.» for February and March 1968, For the VHF 
Stations, part of this audience is in homes without all-channel 
receivers; since Ss refers only to all-channel audience, this portion 

of VHF stations audience must be deducted, Assuming that cable audience 
is negligable, the VHF-only audience, AY = (l-u)A, is attributed to VHF 
stations in proportion to A, and deducted to give audience in all-channel 
homes, The shares Sy for VHF stations are the ratios of all-channel 
audience to Ay a Ur. wel bot va UNF station's audience ts *int alliochannel 


homes, so for a UHF S. = AJA. 


The resulting regression equation, using observations on all 30 
stations in three-network, intermixed markets in which cable penetration 
is less than 10 percent, is | 
Sor ay =), 543 (eee 0 la,) (3.6) 

2 (14.34) 
with Resquared= mea /O,ueu is estimated’ as S45 with avemall standard 
error (.038). That is, broadcast over UHF on average reduces a signal's 


a, to about one half what it would be if broadcast over VHF, 
af 


The good fit of equation (3.6) provides additional rough support 


for my basic audience share hypothesis, 


For readers familiar with the FCC staff report, it may be helnvful 
to compare my UHF handicap H with the somewhat different UHF handicap 
defined and estimated there, which I denote by te Hq is HE ae 
only in terms of the UHF affiliate in markets with three affiliates, 
exactly one of which is UHF, If the UHF station is given the index 


nv 
1, then, using my.notation, H. isudefined as 


a. = As/uA 
pica ai! la EM oll Beaks 
si! 


In contrast, my H is defined in terms of all stations in all three- 
station intermixed markets. But limiting attention to the UHF station 


in a three-station, one-UHF market, the following relationship holds: 


beeatt Report, Appendix 1. 
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a x Q-Ha, a 
uA (1-H) a,+ta,ta, 
Solving (3.8) for H, one obtains 
a, - A, /uA 


H = a, (I-A, Jaa) ‘ Cee 


Comparing (3.9)' land (3.7), it is apparent that H is generally larger 
than ils 


In fact, my estimated H of .543 does exceed the FCC staff's 
estimated H of .276 (for prime-time audience in the total ies 
area). Only part of the difference is accounted for by the differing 
detinitions, though.. From’ (3./) and (3.9),..0 should ‘tend to exceed 
n Dy sae ractor of 1/(1-A, /uA). In my sample, A, /uA averages about 
We eorthic actors U. 25, walle . 543/276 = 1.97. 


VHF Independents 


Attractiveness indices a, are easily assigned for VHF. independent 
stations using (3.2). All markets with VHF independents have three 


VHF network affiliates, so ) a, = 1. Thus (3.2) becomes 
NV 


Behe Ag) Ag : (3.10) 


5 


ine is, ay for a VHF independent equals its audience expressed as a 


fraction of audience for all three network affiliates together. 


UHF Independents 
Assignment of a, for UHF independents uses much ‘the same method 
sf 
as for VHF independents, but in practice is somewhat more complicated. 
First, I rewrite (3.1) to take into account the UHF handicap in com- 


peting for over-the-air viewers: 


. (1-D, Ja; (1-D ,H)a, a, 
A; nen AY +——__—— Ay ote Ao . (3714) 
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Assuming cable audiences to be negligible in 1968, only the 
middle term in (3.11) contributes to audiences for UHF independents. 
(The assumption is reasonable because independent stations are generally 
found in large markets, where cable penetration is typically still low.) 


For all UHF independents together (the set IU), we have from (3,11) 


(1-H)) a, 
ie 
ORLA = Ata. (3.12) 
tu* ) a, + (1-H) a, + (1-H)) a, | 
ak ab a 
V | NU IU 


where NU is the set of UHF network affiliates. Solving for ) ais 


LU 
one finds 


y a, + (1-H)) a, sake 
ene Sie NU 7 mus B ae 
ees, eas ; 


IU A te ph As 
i 
IU 
All the terms on the right hand side of (3.13) are given by previous 
work in this section, so the expression is easily evaluated, Partition 
of ) a, among individual UHF independents is then made in proportion 
i 
IU 
to Ags 
i 
The assignment of a,'s for independents (both VHF and UHF) is 
tautological in the sense that it assures by definition that the share 
hypothesis holds for these stations in their home markets. The asser- 
tion that the same a, determine audience shares when these stations 
i 
are carried into other markets is, however, far from empty. Unfor- 


tunately, there are very few data available with which to test it. 


Three surveys that report cable viewing of Los Angeles independent 
stations in the San Diego and Bakersfield Herrera provide the only 
readily available data that permit comparison of calculated and actual 
shares. These comparisons are summarized in Table 3.1. The calculated 
and Shee shares are remarkably close for Bakersfield. For San Diego, 
the calculations generally overestimate the share of cable audience 
viewing distant signals; “Overall, ere canveenent is good enough to lend 
some additional support to my basic audience share hypothesis. 
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treproduced in Staff Report, Appendices 2 and 3, 
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CALCULATED VS. ACTUAL SHARES OF CABLE AUDIENCE 
FOR INDEPENDENT STATIONS IN DISTANT MARKETS 


Bakersfield San Diego 
Independent TETAS MONT TS | 
Statron Calctlated Observed Calculated” Observed: 
KTLA 5 8 rs l 
KHJ a3 5 
KTTV 10 10 10 4 
KCOP 5 4 5 33 
Notes: 


“Using method described in this chapter. 


D neri ean Research Bureau (ARB) special tabulation for November 
1968, 


“Weighted average of ARB special tabulations for February-March 
1969 and February-March 1970. 
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S360 
Tv. AUDIENCE-REVENUE RELATIONSHIPS 


The results of Chapters II and III are used in the impact model 
to estimate the effect of cable on television stations’ audience size. 
This chapter develops estimates that aid in translating changes in 


audience size into changes in broadcast revenues. 


The estimates go beyond previous work in a number of respects. 
-Of particular importance to someone interested in the impact of cable 
are indications that additional audience is worth less to a large 
station than to a smaller one, and that distant audience is worth 
less than closer audience. Since cable growth will likely result in 
a loss of local audience to small stations and a gain of distant 
audience by large stations, both results suggest that the total value 


of audience may decrease as cable grows. 


AGGREGATE RELATIONSHIPS 


2 ; 
Fisher et al., and others as well, have reported a strong linear 


relationship between station broadcast revenues, R, and average primes 


A 


Mae) : 
time’ station audience, a 


es Pan Pie Tod , ch) 


where By and By are parameters to be estimated and u is an error term. 


5 
Using individual station data for 1963, Fisher estimates the 


SS epee 


IMost of the work reported in this chapter was performed at the 
FCC computer facility, Washington, Ds0Csy cin OSCET EOD LESS Eye the con- 
fidentiality of proprietary financial data. 


2eranklin M, Fisher and Victor E. Renal,’ J, 240 association 


with David Belsley and Bridger M. Mitchell, "Community Antenna Tele- 
vision Systems and Local Television Station Audience," Quarterly 
Journal of Economics, May 1966, pp. 22p—2a1 ¢ 


7:30 pem. to 11:00 p.m. in Eastern and Pacific time zones, 6:30 
Dp, mealo 10:00 p.m. in Central and Mountain time zones, seven days a 
week. 


4 Defined as the number of households that tuned to that station 
during the average quarter-hour period during prime time. 


Revenue data are for 1963, audience data for March 1964. 
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relationship shown as dime! (1) mot, Table 44,4 andyinterprets: it: to 
mean "that an addition of one home to average prime time viewing (i.e., 
one home viewing three and one-half hours nightlv) is worth on the 


average $26.63 in yearly revenue." 
Table 4,1 
REGRESSION OF REVENUE ON AUDIENCE: 


AGGREGATE RELATIONSHIPS 


Estimated Coefficients 


Year Constant Prime-Time Audience Re 

i) 1963 YS er 26.63 89/7 
(Fisher) (28:28) (6S tig 

(2) 1968 13.4 43,20 ~924 
CO2 2) (81.34) 


Oa I eee a nce een aca er maeenana re aa 


Using 1968 ae I estimate the relationship in line (2). This 
indicates that the value of an average prime-time viewing home increased 
over the five-year period to about $43, or about 10 percent per year 
compounded. (The method used for line (2) differs slightly from Fisher's 
in that satellite and parent stations’ audiences and revenues are com~ 
bined, and stations in operation only part of tne year are excluded 
from the regression. Stations outside the 48 contiguous states are 
also excluded. A total of 543 observations remain. These changes 


have only a minor effect on the estimate.) 


DISAGGREGATIVE RELATIONSHIPS 


Upon reflection, it is apparent that the relationships shown in 
Table 4.1 may be inappropriately ageregated, By treating all stations 
alike, the relationships neglect a real difference between broadcast 
revenue of network stations and that of independents. Broadcast 


revenue reported by independents consists almost entirely of time 


TReventic for 1968, audience for March 1968, 
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sales to advertisers less commissions. For network stations, broad- 
cast revenue also includes time sales to networks. This significant 
component of network stations’ revenues -- about 18 percent on average 
in 1968 -- is understated relative to what an independent would report. 
The networks themselves sell time to advertisers and pass on only a 
part of the receipts to the stations -- 45 percent after commissions in 
1968, They keep the rest as implicit compensation for programs that 
they supply to their affiliates without explicit charge. In other 
words, part of a network affiliate’s real broadcast revenue is received 
in the form of free network programs, but this part of the revenue does 
not get recorded in the station's accounts. So there is at least one’ 
reason to expect that the audience-revenue relationship is different 


for network stations and independents. 


Also, although Fisher did not find much evidence of curvature in 
the audience-revenue ee acnehip, I do -not want tovexclude the pos- 
sibility that it may be curved. Accordingly, I specify the quadratic 


form 


2 
ioe) a aes (4.2) 


and estimate it separately for 485 network stations and 58 independents. 


The results, shown in Table 472, "strongly confirm the expectation 
that the relationship is different for network stations and independents, 
As shown by the analysis of variance in Table’ 4.35) the separate equa~ 
tions, lines (2) and (3) in Table 4.2, explain significantly more 
variance than does the equation for all stations lumped together, line 


(1)ePae well beyond the .01 level. 


The results also strongly indicate that the relationships are 
curved. The estimated coefficient of the squared term is significantly 
negative at the .01 level in 411 casese A: negative’ coefficient indi- 
cates ae the marginal value of audience decreases as audience size 
increases. For example, consider the relation between network station 


revenue and prime-time audience, line (Mien Tablesa. 2? 


L rantlin M. Fisher, et al., p. 232. 
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Table 4.2 


REGRESSION OF REVENUE ON AUDIENCE: 
DISAGGREGATIVE, CURVED RELATIONSHIPS 


Estimated Coefficients 
Prime~Time 
Prime-Time Audience 


Sample Constant Audience Squared R 
Cyl stations -287.2 50.45 -.01197 902 
(-4.13) (46.61) (7,57) 
(2) Network stations es OLN LAD: BS. 24. - 00937 eo 
(= 54) (53.43) (-7.31) 
(3) Independents -35.7 88.10 ~.08017 e031 
(-0.17) (16.05) (-5.20) 
Table 4.3 
ANALYSIS OF VARIANCE: NETWORK/INDEPENDENT CLASSIFICATION 
a ee ce ren eon rere 
Degrees 
Source of Sum of of Mean © F 
Variance R-Squared Squares (10 ) Freedom Square Statistic 
ee Ee ion 
Explained by line 
POT ap lev ce 2932 | 9067 2 
Additional 
explained by lines aes 
2.and 3, Table 4.2 020 194 e| 64.7 fjboke 
Total 
explained by lines : 
2 snd 435. Tablen4<2 VIS 268 9261 5 
Unexplained 
residual .048 471 Bd ok 
Total -, 1.000 9732 542 
A 
Note: 
* 3502, 


ah Ps 


Ree 327.2 + peas = 0093734, 5 (4,3) 


The estimated value of an incremental prime-time home is given by 


SES SUNS el aeenecy 4a War (4.4) 
dA De 
P 
Equations (4.3) and (4.4) are plotted in Figure 4.1 over the range of 
an actually experienced, between zero and one million homes. Over this 


range, the value of an additional prime-time home decreases from 48 to 


30 dollars per year. 


The curvature of the audilence-revenue relationship is important in 
estimating the impact of cable on broadcasting. Larger stations may 
gain audience and smaller stations lose audience as a result of cable 
growth, If the audience-revenue relationship is curved as indicated, 
revenue Lost by the smaller stations will exceed revenue gained by the 


larger stations. 


IME-TIME AUDIENCE VERSUS NON~PRIME-TIME AUDIENCE 


PR 

So far I have used average prime-time audience as the sole measure 
of audience size, as did Fisher. This usage does not imply an assump~ 
tion that only prime-time audience is worth anything. Such usage would 
be perfectly valid if proportions of total audience during different 
time periods were the same for all stations. In that case, audience 
during any single period would besa surficientmeasure of audience 


during all periods. 


In fact, of course, although they are highly correlated, prime- 
time and non-prime-time audience do not have the same ratio for all 
stations. There is even enough independent yariation in prime-time 
and non-prime-time audience to make possible rough estimates of separate 
yalues of the two. A priori, there is no reason to believe that they 
are worth the same. In fact, there are good reasons to expect some 
difference in value. For example, prime-time audiences consist largely 
SE adults, while non-prime-time audiences may consist largely of child- 
ren and distracted housewives. One could be more attractive to adver- 


tisers than the other. 
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Fig.4.1—Value of prime-time audience 
for network stations 
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I hypothesize that stations derive revenue from the sale of two 
different products to advertisers: hours of prime-time viewing and 
hours of non-prime-time viewing. Denoting prime-time Wewing hours 
by ye and non-prime-time viewing hours by Reg these quantities are 


related to average audience measures in the following way. 


V 
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where x is average prime-time audience and Ay is average audience 


between 9 a.m. and midnight. 
The relationship to be estimated is 


is Be ee eevee | ia 1 


The results, shown in Table 4.4, indicate that a prime-time viewing 

hour brings in two to three times as much revenue for network stations 

as oes, 2 non-prime-time viewing hour. They also suggest that the dif- 
ference is even greater in the case of independents. In fact, the esti- 
mated value of a non-prime-time hour to independents is not significantly 


different than zero. 


The collinearity of the explanatory variables decreases the pre—- 
cision with which their separate effects are estimated, as is apparent 
from the low t values (relative to those in unreported regressions of 
the form R = By oy Oe (Coefficients of correlation are .961 for 
all stations, .984 for network stations, and .939 for independents.) 
This is particularly troublesome in the case of the relationship Fox 
independents, with its smaller sample size and larger error variance. 
The estimates for independents cannot be taken to be anything more than | 
merely suggestive. For both network stations and independents, however, 
the results provide strong evidence that prime-time viewing hours are 
more valuable than non-prime-time viewing hours. In all cases, the 
a 


oT Johnston, Econometric Methods, New York, MeCraw-Hill Book Co., 
1963, PP» 204-206. . 
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REGRESSION OF REVENUE ON AUDIENCE: 
BETTER SPECIFIED (BUT HIGHLY COLLINEAR) MODEL 


Sample Constant 

(})) PALS tations ~115.9 
(-2.10) 

(2) Network stations <-154.5 
(-3.06) 

(3) Independents AG): 
(1.82) 


Estimated Coefficients 
Prime-Time Non-Prime-Time 


Audience Audience 
6793 Aig2ad 
CAA en) CA Led 1.) 
Si2h BeL4 
C12 7) (320%) 
L7eUs 0.30 
peo 7s) (07.28) 


ee 


Note: 


“additional variance explained, .relative to R= By + BiAa is 


Bivgniticant at the 20] level. 
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ee in which the value of prime-time viewing hours is allowed to 
iffer from the value of non-prime-time viewing hours explains signi- 


‘icantly more variance than does the linear regression of R on A, at 


d 
yell beyond the .01 level. 


SPATIAL RELATIONSHIPS 


| The curvature of the audience-revenue relationship in Table 4.2 


is one reason to expect that audience diverted from one station to 


another as a result of cable growth may be worth less to the gaining 


station than to the losing station. There are also other reasons for 
suspecting that this may be so. Say, for example, that a Los Angeles 
station carried by cable captures some audience from a Bakersfield 
station. The value of the lost audience to the Bakersfield station is 
sresumab ly given by the relationships developed above. The value of 
the same udience to the Los Angeles station may be considerably less, 


Dertainly the audience in Bakersfield is not worth as much to Los 


! geles local advertisers as is the closer audience. In addition, it 
ay not be worth much to national advertisers buying time on the Los 

| 
Angeles station as they may have to buy a Bakersfield station in order 


Lo get sufficient coverage in that market. 


| In this section I develop some evidence that tends to support the 
aypothesis that distant audience is worth less to a station than is 
Local audience. 

The estimates here make use of data on audience within specified 
Ene around each EOE AE: If there are three zones, the relationship 


-o be estimated is 


: 4.8 
R= By + B,A, + BA, + B3A, + u } (4.8) 


yhere A, ig audience in the closest in zone, A, audience in the middle 


zone, and A, audience in the farthest out zone. 


trrom American Research Bureau, Day~Part Television Audience 


Summary y November 1968. 
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Zones used are based on American Research Bureau classifications. 


ARB reports associate three nested areas with most television markets: 


o Metro area, which corresponds roughly to the Department of 
Commerce's standard metropolitan statistical area (SMSA). Not all 


markets have a metro area. 


o Area of dominant influence (ADI), in which the market's stations 


attract more than half of all television audience. 


o Total survey area (TSA), which extends beyond the area of domi- 
nant influence to include roughly 98 percent of all viewing of the 


market's stations. 


The corresponding zones assign audience in the metro area to Ay» 
audience sin the ADI but not in the metro area Co Ay, and audience in 


the TSA but not the ADI to A Estimates based on this division are 


shown in line (1) of Table ee using observations on all 527 stations 
for which complete information is available, and in line (2) for the 
478 network stations separately. Separate regressions for independents 
consistently fail to explain significantly more variance than do cor- 
responding equations in which all audience is valued the same regard- 


less of location; these regressions for independents only are not 


reported. 


The estimates show the expected pattern, with closer audience 


generally being valued higher than more distant audience. 


Regressions that divide audience into two (rather than three) 
parts are also shown in Table 4.5. Lines (3) and (4) estimate value 
of audience within the metro area versus value outside the metro area. 
Lines (5) and (6) estimate value within the ADI versus value outside 
the ADI. All show the expected pattern of value decreasing with 


distance. 


Four of the equations in Table 4.5 explain significantly more 


variance at the .01 level than do the corresponding equations in which 


Wtichael Horn of Covington and Burling suggested using these 
classifications. 
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all audience is valued the same regardless of location. Another explains 
significantly more variance at the .05 level. The results provide fairly 


strong support for the hypothesis that distant audience is worth less 


than ‘closer audience. 


SUMMARY 


The value of audience to television stations grew at an average 


compounded rate of 10 percent per year from 1963 to 1968, 


The audience-revenue relationship is different for network stations 
and independents. Both relationships are curved so that an additional 
viewing home is worth less to a large station than to a small one. 

Since large stations will likely gain and small stations lose audience 
as a result of cable growth, this is one reason to expect a negative 


impact on aggregate station revenue, 


An additional household viewing one hour during prime time is 
apparently worth two to three times as much as is a household viewing 


one hour during non-prime time. 


Distant audience is worth less than close audience. For example, 
audience outside the area of dominant influence (ADL) is worth about 
two-thirds as much as audience within the ADI. This is another. reason 
to expect cable growth to have a negative impact on aggregate station 


revenue. 
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V. REVENUE-PROGRAMMING RELATIONSHIPS 


One reason for concern over the possibility that cable growth may 
reduce the revenues of television broadcasters posits a relationship 
between revenues and programming performance. Should revenues decline, 
‘the argument goes, broadcasters would have to reduce the quantity and 


quality of public service and locally originated programming. 


To develop evidence on this point, 1 now explore relationships 
between programming and revenues in a cross section of stations during 
1968.- The basic sample includes 567 stations. These are all the 
stations that have reported financial data.cor 1963 to tie Federal Com- 
munications Commission (FCC), except for stations that operated only 
part of the year. Data for satellite stations are aggregated with 


those for their parents. 


The results strongly support the view that both quantity and 


quality of local programming are positively related to station revenue. 


PUBLIC SERVICE AND LOCAL PROGRAMMING HOURS 


QUANTITY: 
The first set of results deals with the relationship between 


revenues and quantity of public service and local programming. 


tno a censs renewal application esiht filed with the FCC every 
three years, television stations are required to provide some informa- 


tion about their programming practices. Among other things, they 


rrr ; 

lthe implicit assumption seems to be that expenditures for public 
service and local programming are limited to some fraction (or more 
general function) of revenues; broadcasters cannot "afford" to spend more. 
A somewhat more sophisticated model would explain programming expendi- 
tures as a profit maximizing choice rather than a simple function of 
revenue. Such a model is the topic of a planned paper. The empirical 
work in this chapter, though, makes do with the simpler model. 


a Most of the work reported in this chapter was performed at the 
FCC computer facility, Washington, DCs im, order to preserve the 
confidentiality of proprietary financial data. 


350C Form 303, Application for Renewal of Broadcast Station 
License, on file in the public reference room at FCC headquarters, 


Washington, D.C. 
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; , ; us 
report the time during a composite week devoted to news, to public 
affairs, and to all other programs except for entertainment and sports. 
I take the sum of these three categories to be a measure of the quan- 


tity of public service programming broadcast by a station. 


Information on these measures of programming is taken from the 
most recent application file for 29 stations chosen ter etemar ces lly 
from the 567 stations in the basic sample. To investigate whether or 
not these measures of programming are related to revenue, I rank the 
567 stations in the basic sample by revenue, then divide them into 
six groups of 94 or 95 stations each. Dummy variables are assigned 


to differentiate among the revenue sextiles, with D, = 1, D, =... = 


a2 2 

De = 0 if the station falls in the lowest sextile, and similarly for 
the others. Then to test for a relationship between, say, my basic 
measure of public service programming P and revenue, I estimate the 
8 parameters in 


ob Oeet ea aet 6 De to 5.1) 


where uw is an error term; 


Public Service Programming 


The results of this first regression are shown as line (1) in 
Table 5.1. -Stations in the lowest sextile broadcast an average of 
15 hours a week of public service programming. There is a steady 


increase through the ranks, with stations in the highest sextile 


tthe composite week consists of one Sunday, one Monday, etc., 
from the year previous to that in which the report is filed, selected 
by the FCC and made known only after the conclusion of the year it is 
to “represent, 


eThace are the files that the FCC librarian fetched when asked 
for the most recent file on each commercial television station. Most 
are applications filed in 1968 and 1969, with a few from the last 
quarter of 1967. 


3p is also estimated as a quadiatic function of revenue, but this 
form explains considerably less variance than do the revenue sextiles. 


i ¢ } ’ > 7 b any 4, iy 
Vo : Dl ai ' 

6) - te eer a 4a in ay 
a6 ; = ae lai “ie ‘wei dertres bin “ 
jn oeiweeee A od et eplroghaw aut! daa? Yo 
7 Say, 
effet twis n VA Jon tenor An leatetgeo 10 ea © ie " 


} 
Pete » & ‘ane 


7 -_ - 
terres 


pode 4 of, <P HOPE Vo eetrrende «as:{ 


"9 i poePns ryase (7% ae) @FP? nw T . 
if ww - e Sew ol4 
14 ale | nan 
’ if | q == 
iA at, oe 
' O44 
als 
4 J é 
3 
f 
’ 
I 
{ 
7 
‘ n) 
7 
is C 5 y) ‘ 
f i; t 
» 2 ’ “ 
¥ : , ‘ 4 3% 7 by 
_ > hg ; at 
doligl | 
7 oo note bedosnt ons a3 i od a7 209% ‘3 > P| 
oo iol leieese paeiel oe a 
‘ : 2 fPO4 os . lads 919 pneny (4Paee. o oI? Seisas: 5 + “ 
¢ vr _ ‘ ° ; “— 2% 
iY taal oC | aaan e | ¥ot A "eeu , 288) ban B44 ? hacky i. Ay Live 7) 


a" ’ 
° 7 
‘o* ,Sontigs to coisas at 
whe ov ‘ . ol? ot P p ‘4 
mai 6 _ 


ie 


if 
Z 


Bagh 


d 


*SutuuerZoid siteyye OFT qnd pue smeu Fo yom zed~sinoy SE d 


*ZuptmmerZ0ad quewuTeqieque—uou TTB FO yxse" zed sinoy st d, 


:020N 


(7E2SC) 
6G2L1 


(SoeSZ) 
97-97 


(TiALG) 
LS°9T 


(97270) 
SO° LZ 


(oat ce 
6677 


(16°97) 
CEAVE. 


(OL*0Z) 
COPEL 


(ZEVe) 
Oh tee Ye 


(C0° Ze) 
6€°ET 


(Ze oe) 
Te Gc 


(77° ST) 
06°71 


(Sorc) 
EQ? Be 


(62°07) 
POEL 


(LL° 02) 
ZO°TC 


(60°LT) 
68°CT 


(6L°8T) 
CL 0 


(0i6- Ec) 
ry Maar og 


(Ho) 
CooL 


(96°LT) 
fee 1. 


(LZ° 6T) 
97°8T 


SS | ee ee ee ee ee 


eee 8 SS SS 


3seusTH 


yqanog 


PATUL 


puoosas 


@TTaxXes enusAdy 


(66°€T) d 

c8°6 d SUOTIEIS YLIOMION 

(19° 4T) 

Oz*9T d SUOTIEIS YIOMION 

(Te *€T) F 

Tieo d suotie 3s TLV 

(94° 4T) 

c7°ST d suof {eis TV 

3 S3M0'T eel GeTiep aT dues 
quepuedeg 


AILLXAS ANNAATY AG SUNOH ONIWNNVEOOUd AOLAWAS OLTaNd 


TG eLdeL 


a ciara 


i 


j Sng ewer te eee feq erued ak 


a ee 


—— 
= 
— 
7 


ae ‘J23iew-~cen lis Ys dew tee arped &) © 


_ 


a 


peg Bee 


offering 27 hours of public service programming. In a second regres- 
Sion, line (2), the dependent variable is the sum of news and public 
affairs hours, excluding the catch-all "other programs except for 
entertainment and sports.'"' Again, a steady increase is shown as 
revenue increases. Although there is a good deal of variation in 
public service programming within sextiles, as shown by the low meee 
the sextile means are accurately estimated, as indicated by the high 


t values, 


One suspects that the relationship may be different for network 
and independent stations, so I also run separate regressions for the 
two groups. The results for the 263 network stations are shown in 
lines (3) and (4). There is some sharpening of the estimates (higher 
t values and Rots) but the general pattern is little changed. Results 
for the 28 independent stations in the sample are not significant and 


not reported, 


Local Programming 


In the license renewal form, stations also report the time devoted 
to local programs (as distinguished from network and syndicated pro- 
grams) during three time periods: 8:00 a.m. to 6:00 p.m., 6:00 p.m. 
to 11:00 p.m., and all other hours) The sum offinese three categories 


is my basic measure of quantity of local programming. 


Similar results concerning the relation of local programming 
hours to revenue are shown in Table 5.2. The relation for all stations, 
linev(1), jis’ uch like that for public service Nourse, (With the exception 
of an anomolous 14 hours in the lowest sextile, local programming rises 
consistently with revenue from an average of 11 hours per week in the 
second sextile to over 20 hours per week in the highest. The anomoly — 
disappears in the regression for network stations only, line (3), indi- 


cating that a few low-revenue independents account for the bulge in 


line:C)).. 
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Local Programming During Prime-Time 


Lines (2) and (4) show the results for local programming during 
tRewos 20,0 to: biv00 om. period, «In contrast tovtotal local ‘pro- 
gramming, prime-time local programming shows no significant relation 
to revenues; the six revenue classes do not account for a statisti- 
cally significant portion of the variance in prime-time local program- 
ming. Stations with higher revenues broadcast more hours of local 


programming, but the additional hours fall outside of prime time, 
t ~ 


Revenue Means 


In the next section it is useful to know revenue means in the 
sextiles, so these are recorded in Table 5,3. They are computed by 
regressing revenue on dummy variables for the revenue sextiles, so t 
values and poe are also reported. The sextiles are those used 
throughout this chapter, partitioning all 567 stations as one group. 
Thus, for example, 10680 is the mean revenue for independents in the 
highest overall sextile, not the highest sextile for independents 


alone. 


Tab le+5.3 


MEAN BROADCAST REVENUE IN REVENUE SEXTILE 


Ne 


Revenue Sextile 
Sample Lowest Second Third Fourth Fifth Highest 


ee a ae a 


(1) All stations 243 652 1053 Us a a 2881 9438 
(0.86) C2230) (Oe) Oo ede Glos eon 


(2) Network 
stations Ze 652 1058 1587 2871 9256 


(0.78) (2.14) (360 05 730) CHD ACL Ey, 


(3) . Independents Oa ooo LEP. 1734 3034 10680 
(0.41) (Oem) er. 62) (1506) C3538) 4 (C15 382) 
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QUALITY: EXPENDITURES PER HOUR OF LOCAL PROGRAMMING 


Relationships in the previous section indicate that quantity of 
local programming increases with revenue. This section develops a 


measure of quality of local programming and investigates its relation 


to station. revenue. 


I take expenditures per hour of local programming to be a rough 
measure of quality. It is surely not a perfect measure. ii uses 
cost of inputs as an index of output, and there is room for many a 
slip between the two, but surely there is a strong general tendency 


for higher cost local programming to be better local programming. 


A Measure of Expenditure for Local Programming 


The first task, then, is to extract some measure of local pro- 
gramming expenditure from available data. Annual reports filed by 
; , i F ‘ 
television stations with the FCC. include a variety of financial 


data that can be used for this purpose. 


The starting point is total programming expenditures. From these 
are deducted certain reported expenditures for non-local programming. 
The major item deducted is film and tape rental; minor items are fees 
for use of records and transcriptions, and the cost of outside news 
services. The resulting measure, which I denote by E, overstates 
local programming expenditures somewhat. It includes, for example, 
all expenses incurred in selecting and contracting for syndicated 
material. These expenses are not separately reported, so there is no 


way to deduct them. 


This measure of local programming expenditure is highly corre- 
lated with revenue, as shown in Table 5.4. Local programming expen- 


: 2 
ditures are expressed as a quadratic function of revenue. Separate 


ae 


lice Form 324, Annual Financial Report of Networks and Licenses 
of Broadcast Stations. 


2ohe quadratic form explains roughly twice as much variance as 
do sextile means, indicating that there is considerable systematic 
variation of expenditures within sextiles. 
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LOCAL PROGRAMMING EXPENDITURE AS 
FUNCTION OF BROADCAST REVENUE 


Dependent Estimated Coefficients D 

Sample Variable@ Constant RevenueD Revenue Squared R 

(1)..:ATe stations E 4927 .1651 .5036(10"°) 2917 
(3.74) (335 7) C2281) 

(2) Network stations E 58.18 ri ia he) .8601(10°°) <0 
CS.) (38,96) (6.00) 

(3) Independents E om AS (2145 844 


(133) (18.48) 


a A 


Notes: 


“Fr is expenditure for programming net of film and tape rental fees and 
certain other outside expenses, in thousands of dollars. 


se thousands of dollars. 


OTT") - 


eT. 


Pm apator. (2st, 
a am A260) 


rat gaat. eled, 
(00,0) (o@,8f 5 


cama i As A AE A ee RE 


oes 


regressions for 499 network stations and 65 independents, lines (2) 
and (3) in Table 5,3, are plotted in Ficure 3... 7for tne network 
stations, the relation is concave upward; the coefficient 6E ‘the 
squared term is significantly positive Na well beyond the .O1 level, 
For independents, however, the relation shown is a linear one; ina 
previous, unreported regression the t statistic for the squared term 
is less than one in absolute value. Since the linear hypothesis is 
not rejected at any conventional significance level, the squared term 


is dropped in the reported regression. 


Local programming expenditures increase proportionately much more 
rapidly with station revenue than do local programming hours. Average 
hours approximately double from the lowest to the highest revenue 
eee For comparison, line (2) estimates network station local 
programming expenditures to be $99,000 when evaluated at lowest sex- 
tile mean pa tee and $1,563,000 at the highest sextile mean, a more 
than fifteen-fold increase. Similarly, estimated expenditures for 
independents show an eighteen-fold increase from the lowest to the 
highest sextile mean revenue. This strongly suggests that my measure 
of local program quality, expenditure per hour, also increases with 


station revenue. 


Also shown in Figure 5,1 are the marginal relations implied by 
lines (2) andgé3) of Table 5.4. These indicate that a network station 
at the lowest revenue sextile mean spends about 15 cents of an addi- 
tional revenue dollar on local programming; at the highest sextile 
mean, 17 percent. of marginal revenue goes for local programming. For 
all independents, the estimated relationship implies that 21 cents of 


a marginal revenue dollar is spent on local programming on average. 


Quality Regressions 

The evidence so far hints that quality of local programming 
increases as station revenue increases. In this subsection I examine 
be Se 

lable sar 

erable 5.3. 
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Fig.5.1—-Local programming expenditure 
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directly the relationship between revenue and my index of quality, 


and confirm that there is a positive correlation between the two, 


Relevant regression results are shown in Table 5.5. The quality 


index, expenditure per hour of local programming, is estimated as a 


Table, 5:5 


QUALITY REGRESSIONS 


SEI PE ES ii IE A a ae aE 


Dependent, ~ Estimated Coefficients 
Variable Revenue Revenue 9 
Sample Coty) Constant (S ‘Thous.) Squared R 
(yee Ald stations LOO0OE/52L eT | mee 929(107°) ,007 
(Gnas) CSa370 (wrt) 
(2) Network ye 
stations LOOOE/52L 265 2132 Oa CPOE ar fae 
(6.47) (8651) (2-04) 
(3) Independents 1000E/52L 427 ayes soul) 
(2) (3 3) 
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quadratic function of station revenue. The regression for all stations 
is based on 288 observations for which all necessary data are available. 
Lines (2) and (3), which show separately the results for 262 network 


stations and 26 independents, are plotted in Figure Neen 


The relationship for network stations is concave upwards; that 
for independents is taken to be linear because the coefficient of the 
revenue squared term in an earlier, unreported regression is not sig- 


nificantly different than zero. (Its t statistic is less than one in 


absolute value.) 


Both network stations and independents show a striking increase 
in quality index as revenue increases. The quality index for network 
stations goes from $301 to $1,511 per hour when line (2) is evaluated 
at the lowest and highest revenue sextile means. That for independents 


increases from $449 to $1,751 per hour when evaluated in the same way. 
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SUMMARY 


Relationships between quantity and quality of public service and 
local programming, on one hand, and station revenue on the other, are 
explored in a 1968 cross section of television stations. In almost 


all cases, strong positive relationships are found. 


Stations in the highest revenue sextile broadcast, on average, 
roughly twice as many hours per week of both public service and local 
programming as do stations in the lowest sextile. Local programming 
hours during prime time, however, are not significantly related to 


Levenvwes 


Expenditure per hour of local programming is defined as a rough 
index of local program quality. This quality index also increases 
markedly with revenue, at least quadrupling from the lowest to the 


highest revenue sextile. 


Pie hy i ; bee 


oT i ol 
et “ ee an ite om tine ) hart ue i e 


& 


oe of? We camaie aohanae b * heal oe oy ari « Covel 


pate a1] -emmisere pobslveles So welvedh sec Ah i¥: a 
q 
bowed asp wqhtieneliaios arieiec> or 
> bid ,yaasnnn td of )2cee sonesvoy Jeadty). 
i i As0d 3a - + hw 
‘ > Fee j if ii 
als » TaV 
4 +) Mees H 
‘ I bi leu, I 9 
} ia no ie@wi! 2 
| 
. 
7 
os 1 
a 


=) — 
VI. IMPACT MODEL 


Although some of the work reported in Chapters II through V is of 
interest in itself, the. more important reason for it isto build ‘the 
impact model in this chapter. Chapters II through V are the pieces out 


of which the impact model is constructed. 


THE MODEL 


We have in hand average relationships between service provided 
over the cable and cable penetration (Chapter II), between station 
audience and revenue (Chapter IV), and between revenue and local pro- 
gramming expenditure (Chapter Vv). We also have a method for predicting 
audience shares, (chapter 111). This section describes how they fit 


together to form the impact model. 


Cable Penetration 


The impact model compares television station audience, revenue, 
and local programming expenditure with and without cable. For the 
Mithout cable" case, cable penetration is zero. For the "with cable" 
case, ultimate penetration levels as estimated in Chapter II are used. 
Specifically, it is the values recorded in Figure 2.3, as translated 
in Figure 2.4, that are used. That is, cable penetration is expressed 
in terms of fraction of audience expected ultimately to subscribe to 


cable. 


The use of these values is somewhat conservative, in the sense 
that it tends to overestimate the impact of cable. The penetration 
estimates really apply only to fairly well built up: areas, such as 
those included in ny sample. Penetration is likely to be less in more 
sparsely popubatedsareas, jeVER .7er0 in some. Penetration estimates on 


the high side lead, of course, to impact estimates on the high side. 


(Throughout, I use "conservative" to describe assumptions that 
tend to increase estimated cable impact. Most of the assumptions 


used are conservative, making it likely that the impact estimates are 
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upper bounds. That is, one can be reasonably confident that impact 
will not exceed the estimates reported here, at least under the cir- 


cumstances envisioned.) 


Audience Shares 


The method described in Chapter III is used to assign "attractive- 
ness" indices a. to all commercial stations in the markets encompassed 
by the impact model. These a, indices are used to calculate audiences 


in the two cases, one with cable and one without cable. 


The model encompasses the top 200 cla aise excluding 14 unusual 
ones. Seven of the 14 are excluded because home market stations have 
no area of dominant influence (ADI), thus grossly deviating from my 
assumption of autarkic markets. Most of the others are excluded 
because they have more than three network stations (not counting satel- 


lites) or none at all. 


The autarkic market, or no audience overlap, assumption means that 
all audience is treated as though it can receive only those stations 
serving that market. In fact, of course, signals from two or more 
markets can be received by many television homes, particularly those 
located near edges of markets. My assumption is thus a conservative 
one, tending to increase the estimated impact of cable. To see this, 
consider a one-station market into which an equally attractive distant 
signal is imported. In the model, half of the cable audience is lost 
to the local station. But say some homes at the edge of the market 
can receive a signal from a neighboring market. Local station audience 
among cable subscribers in such an area declines only one-third, from 
one-half to one-third of total audience. Thus, impact of cable would 


tend to be overestimated in the model, 


Another mildly conservative assumption is that total audience is 
fixed for each market, taken to equal the sum of audience for all 


stations in the market. Total audience splits differently when distant 


tanked by American Research Bureau (ARB) net weekly circulation 
for March 1968, as listed in Television Factbook, pp- 54a-56a, 
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signals are brought into the market, but does not increase. To the 
extent that additional signals induce additional viewing, this assump- 


tion is conservative. 


Revenue 


The calculation of revenue from local audience is based on prime- 
time audience using lines (2) and (3) of Table 4.5; that is, by applying 
estimated curved relationships separately to network and to independent 


Gracious, 


The model could be (perhaps should be, perhaps will be) improved 
by basing revenue on non-prime-time audience in addition to prime-time 
Bi does a Doing so would probably tend to increase somewhat the 
estimated impact of cable. We know that independent stations on average 
have larger shares of the audience during non-prime time than during 
prime time. Thus, distant signals can be expected to make larger in- 
roads into local audience during non-prime time than during prime time. 
Further, the evidence of Chapter IV is that non-prime-time audience 
contributes substantially to revenue, at least for network stations. 
From Table 4.4, a household viewing continuously during 3.5 hours of 
prime time is worth 3.5 x 8,21 = $28.74 per year, and a household 
viewing continuously during 11.5 hours of non-prime time is worth 
11.5 x 3.14 = $36.11. Since prime-time audience is on the average 
about twice as large as non-prime-time audience, the latter accounts 
for almost 40 percent of revenue: 56.11 /(2 % 28. (het BOLL )= 2280, 
For independent stations, it is less clear that disaggregation would 
lead to a noticable change in estimated impact; the evidence of Table 
es is that non-prime-time audience is of little value to independent 


stations. 


The above deals only with revenue from local audience. Calcula- 
tion of revenue from distant audience makes use of relationships 
reported in Tah Wie Gee 111.8 wey described below. 


nl 


Pressure of time precluded working out the improved model for 
this Report. 
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Local Programming Expenditure 


The impact model also compares local programming expenditure, as 
a combined indicator of quantity and quality of local programming, with 
and without, cable., Line (2) of Table 5,4 4s. used to..calculate local 


programming expenditure for network stations, line (3) for independents. 


THE RESULTS. . 


In this section I present results on the impact of cable in three 


different environments: 


o 1960's environment, in which UHF set penetration by market is 
. J ul s 
as reported for November 1968 by Television Factbook, and UHF handicap 
due to antenna, transmitter and tuner differences is as estimated in 


Chapter LII using 1968 data. 


o 1970's environment, in which UHF set penetration is assumed to 
reach 100 percent, but UHF handicap due to the other factors remains 


unchanged, 


o 1980's environment, in which technological improvements are 
assumed to have eliminated UHF handicap entirely. This is an extreme 
assumption. Although almost all receivers in use in the 1980s will 
undoubtedly have comparable UHF tuners, this, together with other 
technological advances, is not likely to eliminate the UHF handicap 


entirely. 


In each of these environments, I examine the effect of cable 
carrying the following set of distant signals: 

In all markets, sufficient network signals (if necessary) to 
provide three-network service; 

In the top 100 markets, four other signals are carried equivalent 
to the strongest independent from New York, Chicago, and Los Angeles, 
respectively, plus the second strongest independent in New York; 


In the second 100 markets, only three of these independent signals 


are carried. 


television Factbook, pp. 22a-25a. 
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This is an extremely strong lineup of distant signals. At least 
for the near term, its usé is certainly conservative. It tends to over- 
estimate impact of cable, since most lineups will not really be that 
strong. In the longer term, popular independents may act more and more 
like cable networks, increasing attractiveness of their programming, 
possibly so much so that distant signal lineups may even exceed in 


strength the one assumed here. 


One is interested in the incidence of cable impact, as well as 
its overall magnitude, so the results are presented in fairly disaggre- 
gated form. Along one dimension, I distinguish among four types of 
station: network VHF, network UHF, independent VHF, and independent 
-UHF, using the symbols listed in Table 6.1 to denote each type. Along 
another dimension, I distinguish among markets in two different ways. 
First, by market rank; results are reported for top 50, second 50, 
third 50, and fourth 50 markets. Second, based on number and type of 
stations in the market; the different types of market are as defined 
in Table 6.1. In overview, markets of types I-IV all have three net- 
work VHF stations, but decreasing levels of independent service. Types 
V, VI, VII all have three network stations, one, two, or all three of 
which, respectively, are UHF. Type VIII has two network stations, both 
VHF. Type IX has a single network station, a VHF. Other types defined 


in the table are less common. 


Table 6.2 shows the number of stations in the mode bhthattiall “into 
each classification using market rank. Table 6.3 shows number of 


stations by type of market. 


Impact of Cable in a 1960's Environment 


My 1960's environment, recall, is characterized by UHF set pene- 


tration and UHF handicap both at 1968 levels. 


Before turning to the tabulated results, I stress that they reflect 


only effect on local audience. Stations carried by cable into distant 


1 prospects for cable networks, formal and informal, are analyzed 
in a planned paper. 
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Table 6.2 


DEFINITION OF SYMBOLS 


eM Me is ee Se 


Symbol Definition 
Type of Station 
NV Network VHF 
NU Network UHF 
IV Independent VHF 
LU Independent UHF 


Type of Market 


i. 3 Nv, 2 or more IV 
ae Ba ny 
et 3°NV, 0 IV. bE oremere LU 
IV 3 NV only 
V 2 NV, 1 NU 
VI 1 NV, 2 NU 
VII O NV, 3 NU 
etal 2 NV, O NU 
ix 1 NV, O NU 
i 1 NV, 1 NU 
xt" O NV, 2 NU 
xr 0 NV, 1 NU 
xitr AN 1 ‘others 


14) oe ee eT a 


Notes: 

avuarket types X, Kin gand AL oa’ not reported in detail because 
classifications contain fewer than Five stations, but they are included 
in the totals. 

Markets of type XIII, which have four or more network affiliates 
not counting satellites. or ne network stations, are excluded from the 
model. 
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Table. 6o2 


NUMBER OF STATIONS IN MODEL BY MARKET RANK 


Type of, | Market Rank 

StatLon 1-50 51-100 pre! OR Rew ate 151-200 1-200 
NV go) 93 90 65 383 
NU 6 34 ols t 61 

Be, 19 1 1 1 2 
IU 38 5 3 0 46 
All 198 AS 78 112 69 SiZ 

Note: 


“See Table 6.1 for definitions. 


Bablent 23 


NUMBER OF STATIONS IN MODEL BY TYPE OF MARKET 


Type of Type of Market® 
Station® I fil Mpeeapad tf IV V ses a eae IX ee GOs ABE nual 


NV 9 SO sec 2 SU Ah a me 8 0 19° ge 32 O wi OnwwteE3 

NU 0 0 0 Ciel LON bee 0 0 ga3 451.2 61 

IV 9 pS, 0 0 0 RES 0 Or 0) g, 0 22 

LU A 2 erm 8) 0 =) Cranes 5 eRe we, O°. .0 46 

All Pome OI" S62" "P47 39> (24 ~ 26 B45 132) = — 6 CR ae does 
Note: 


4coe Table 6.1 for definitions. 
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ae eno 
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markets have, in addition, distant audience that also contributes to 
revenue. The magnitude and incidence of revenue to be expected from 


distant audience are discussed below. 


Results shown in Table 6.4 by market rank and in Table 6.5 by type 
of market exhibit some striking patterns. I discuss them in terms of 
revenue, which is probably of most interest; patterns of impact on 
audience and local programming expenditure are similar, although 


numerical values differ. 


Overall, when cable reaches ultimate penetration and carries; the 
strong set of distant signals described above, station revenue (ateriD= 
utable to local audience) is reduced to 82 percent, There is, though, 
considerable variation among markets and among different kinds of 


stations. 


Generally, stations in smaller markets are harder hit than those 
in larger markets. Those in the top 50 markets retain, on average, 
86 percent of their without-cable revenue; in the fourth 50 markets 
they retain only 45 percent, on average. This structure shows up even 
more strongly in Table 6.5. Stations in markets of type I, those with 
two or more VHF independent stations, retain on average 90 percent of 
without-cable revenue, Stations in other markets with full network 
service, types Il through VII, retain about 80 to 85 percent of without- 
cable revenue. Markets with only two network stations, type VIII, drop 


‘aoe percent; those with only one, type IX, drop to 35 percent. 


The reasons that stations in smaller markets are harder HLE are 
Rec: to see. Most importantly, distant signals capture a smaller share 
of audience when competing with a large number of local signals than 
they do in less well endowed markets. Also, cable penetration is ex- 
pected to be higher in markets with fewer local signals. Third, addi- 
tional network siunals are assumed to be brought into markets with fewer 
than three network stations. Tending to work in the other direction 
4g the assumption that only three independents are brought into the 
second 100 markets, compared with four in the top 100. On balance, 
though, it certainly seems reasonable that the smaller markets should 


be harder hit. 
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Table 6.4 


IMPACT OF CABLE IN A 1960's ENVIRONMENT BY MARKET RANK 


Type of | Market Rank 
Station 1-590 51-100 161-156 151-200 1-200 
Aud Gomeee 
NV 83 79 75 64 81 
NU 139 88 97 rie 94 
IV 86 c c c 86 
IU 150 163 c c 150 
All 85 81 77 65 82 
uoeene 
NV 83 76 68 45 79 
NU 155 84 95 c 92 
LV 89 c e c 89 
IU 151 180 c c 151 
All 86 78 70 45 82 


NV &3 81 
NU 138 88 97 c 94 
IV 89 c c 89 
IU 133 119 c c 132 
All 87 81 79 68 85 
Notes: 
a At 
See Table 6.1 for definitions. 
ee P ‘ 
All figures are value in presence of cable, expressed as percentage 
of value in absence of cable. All figures reflect the effect on local 
audience only. Distant audience increases values in some cases; see 


text. 


“classifications with fewer than five 
detail, but are included in totals. 


stations are not reported in 
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IMPACT OF CABLE IN A 1960's ENVIRONMENT BY TYPE OF MARKET 


(ieee mien Baer ceed) be ee ree 


Type of Type of Market 
Station iy jie Lit TV? ee, VY VI ViLervEry IX All 
eevee mee Seve OF a 
Audience 
NV 87 84 81 84 76 70 c 66 eZ 81 
NU re c c c 14). LOZ 84 c c 94 
LV 88. 84 c c c c c c c 86 
IU 163 160 550 c c c Ce 1271 c 150 
All : | 88 85 84 84 84 84 84 66 ye - 82 
Revenue 
NV 89 84 81 81 Vs 66 c 56 s5 79 
NU ae c c re 167 103 81 c c 92 
IV 91 85 c c c c c c c 89 
IU 168 164 149 c c c c 22 c 2a: 
ALY 90 85 86 81 82 79 80 57 35 82 
Local Programming Peonaree. 
NV 88 84 81 84 76 aA c 67 56 81 
NU c c c c 138 102 85 c c 94 
IV 91 87 c Cc é atl c Cc Cc 89 
IU 129 137 136 c fe c c 109 c 13y 
All 90 86 88 84 85 84 85 69 56 85 
Sen —— 
Notes: 


fcen0 Table 6.1 for definitions. 


Dont figures are value in presence of cable, expressed as percentage 


of value in absence of cable. All figures reflect the effect on local 
audience only. Distant audience increases values in some cases; see 
text. 


c ; at : 
Classifications with fewer than five stations are not reported in 
detail, but are included in totals. 


-71-— 


There are also striking differences in how different kinds of 
stations are affected. Generally, UHF stations are less harmed (some- 
times even benefited) by cable than are VHF stations. Network affili- 
ated UHFs in the model retain, on average, 92 percent of without-cable 
revenue, and eens of the UHF independents actually rises to 151 


percent of its without-cable level. 


Reasons for this differential impact are also clear. With cable, 
UHF stations are on an equal footing with VHF stations. It does not 
matter whether the cable subscriber has a UHF receiver, or a UHF 
antenna, or lives where UHF reception is poor. He gets UHF stations 
with the same click-stop tuning as VHF stations. Thus, the audience 
gain from achieving technical parity with VHF tends to offset, and in 


some cases more than offsets, the loss from audience fragmentation. 


Why, though, are network affiliated UHF stations harmed, while 
independent UHFs are helped? One reason is that network UHFs are 
mostly found in smaller markets than are independent UHFs (see Table 
6.2), and smaller markets are generally harder hit by cable growth. 
Another reason is that the principal competition of independent UHFs 
is VHF stations, while many UHF network stations compete with one or 
two other UHFs (see Table 6.3). Independents thus have more to gain 
than network stations from achieving technical parity with VHF stations 


on the cable. 


Again, the discussion above reflects only the effects of cable on 
local audience. In the model, distant audience exactly equals loss in 
local audience. Distant audience has some value, tending to offset 


some of the revenue losses discussed. 


How big is the offset? We know from Chapter IV that distant 
audience seems to be less valuable than local audience. In Table 4.5, 
audience outside the area of dominant influence (ADI) is estimated to 
be worth $26.48 per year, compared to $41.78 for audience within the 
ADI. On this ground, then, distant audience is worth about two thirds 


as much as local audience. 
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We also know from Chapter IV, because of the curved irelationships 
between audience and revenue, that additional audience is worth less 
to large stations than to small ones. Without knowing exactly which 
stations will be carried into which distant markets, it is impossible 
to be precise about the magnitude of the effect. It seems likely, 
though, that stations carried as distant signals will tend to be fairly 
large ones with strong programming, certainly larger on average than 
the local stations whose audience they capture, A reasonable guess is 
that the curvature effect reduces the value of distant audience by a 


further 25 percent. 


The combined effect of curvature and distance is then to make 
distant audience worth about half as much as local audience (67 SC 275° = 
.50). The net overall revenue loss due to cable is then 9 percent -- 
half of the 18 percent toss in revenue based on local audience is gained 


back by: stations carried as distant signals. 


If, as seems likely, distant Signals are taken largely from larger 
markets, the differential impact of cable in large and small markets, 
apparent in the tables, is accentuated. Large market stations, which 
lose the least in terms of local audience, stand to gain the most in 


terms of distant audience. 


Profitcimpact 


Table 6.6 translates the revenue impact shown in Table 6.5 into 
impact on profit, using very simple assumptions. Each station's revenue 
is assumed to change by the factor given in Table 6.5 for that type of 
station and market. For example, revenue for each network VHF station 
in a Type I market is reduced to 89 percent of its 1968 level. Expenses 
-are assumed to unchanged. This latter assumption is clearly unrealis~ 
tic. Stations will certainly react to reduced revenue by cutting costs. 
Thus, Table 6.6 figures are definitely conservative, overstating the 


profit impact of ultimate cable penetration. 


The general pattern shown in Table 6.6 is probably quite realistic, 


however. VHF network affiliates in large markets generally have 
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Table 6.6 


PROFIT IMPACT IN A 1960'S ENVIRONMENT BY TYPE OF MARKET 


Type of Type of Market ; 
Station? ie TI rEy IV V VI VII VERPP Pp CALT 


Actual Percent Peni cakio® 


NV Wem 95° 100 AS. 10ienMidicher to eee! se go 
NU c c c c 25 63 79 c c 62 
IV Clin 69 c c c c c c c 68 
Zu 20 @) 5 c c c c 0) c 4 
All 70 oe TR OE aera 7 eS 5 ee CUngae, 


NV | 100 85 88 50 63 63 c 4 0 46 

NU e c fe c 67 Yes 8 c c 38 

IV 56 54 c c c c c c c eye) 

IU 16 18 20 c c c Cc 0 c 20 

All 74 67 66 ae 59 a 8 4 0 43 
Notes: 


“See Table 6.1 for definitions. 
Oyeeed on financial reports for 1968, 


(& s s s ’ : 
Classifications with fewer than five stations are not reported 
in detail but are included in totals. 


Siew arcd as percent that would have been profitable in 1968 if 
revenue were changed by factors shown in Table 6.5 and expenses were 
tmcueangea. ketlects the effect on local. audience’ only; including reve- 
nue due to distant audience would tend to increase percentages of profi- 
table stations, 


ii PE 


sufficient profit cushion so that most could absorb projected revenue 
losses and still remain profitable. Stations in smaller markets typi- 
cally have smaller profit margins, apdisurter Larger revenues losses due 
to cabitevee Loss of revenue would make many of them unprofitable, at. 
least unless expenses were drastically reduced. This is particularly 
true orcstations) in markets with three UHF stations, type ViL,) aad iin 
one- and two-station markets, types VITI and.IX.. It seems likely that 
many stations in smaller markets Bould be forced either to 8° of che 
air or to continue operation only as satellites of stations in larger 


markets. 


UHF independents have their revenue increased substantially by 
cable, but their profit position remains quite bleak. Because most 
havewlosses that are’ too large to be offset by projected revenue 
increases, only 20 percent would be profitable even with the help of 


cable. 


pact of Cable in a 1970's Environment 


Im 
For the second case to be investigated, UHF set penetration is 
‘assumed to reach 100 percent, but UHF handicap due to fie other 


factors mentioned remains at the 1968 level. 


Results for this case are shown in Table 6.7 by market rank and 
in Table 6.8 by type of market. The differential impact of cable 
across markets is the same as in the 1960's environment: stations in 


smaller markets are hurt the most (or helped the least) by cable. 


The differential impact by type of station is changed, however, 
When all homes have UHF receivers, the advantage to UHF stations of 
carriage by cable is reduced. Thus io my 1970's environment, cable 
harms network UHFs slightly more than in the 1960's environment, re~ 
ducing their revenue to 86 percent of its non-cable level. Similarly, 
independent UHFs are helped less by Palle pwr thee venus rising to 119 


percent Gnecne non-cable level. 


J should point out, though, that even UHF network stations are as 


: ° 7 1 
wo aot. aan the 1970's environment with cable as in the 1960's 


(eaten tintet vere 8 
Var Ado V's Tou atts Yo hit sian bis eeyses 20 


eeldertoe ef etn . ete Pe ae 


egy? ,taulsegse WH eetda dain eta 
‘Bully ¢hodet 4 Y? rit feal) 
Anite ~ — se 4 oh bre Leav aoqv ? a Wa Q ct rs 


tin besrel od hipow exe's, 


Py 


I% 
. m i LoM am VA 
ey = 
¥@ vi a ia WIFI. “TR VD 
J ‘i thald es, P6Giet godizis 
} a ¥ Tse. » Pe 
‘ : ‘ : 1g » Fy ‘> 
2 7 Vv? YY 7 
5 tA bo t+ . 3 port ] 
» ° © * 
yl q tha niu Sie] $ 
? 
‘ » Sav! ms 4 
ref tt. ! m1 i @ J Pi 
fe Sree Tt i; af T % » 
: Ox 'T 
» 
; - ', | 
I at ey bas OE 
‘ ff Gy f 7) ton 1 t2ue 
= 
oW@ e 2 Li a a3 ; 
ane 7 <) rt J26qm1 tala 2 
-— ' , ‘ wt 
oe AOeFee ot , evervieasy Ti «. 
s 
ede" 3 ‘nay! "OTe 
‘ 7 vite 4 f 4 . yA as eve? bu owbas “a2 3 


“Oe etomemortons a O00! ats akgints syne elidg tio atu: 
y timed debe sieves sideaeney 228 Be $099399 88° 99 saps. 
Petia naar ecunave7] Ajje (stdag xd r tees " | 

* aa pees POS ate = 
oe 
ae 


poem 22: ‘ ¥9i! 


os 


Pay ae 


Table 6,7 


IMPACT OF CABLE IN A 1970's ENVIRONMENT BY MARKET RANK 


Oa nS 


Type of. Market Rank 
Station 1-50 51-100 101-150 151-200 1-200 
Fa Ree ne eee ee 
Mndteace” 
NV 83 79 76 64 81 
NU 109 . 86 91 c 89 
IV 87 c c c 86 
IU. 120 Lig c C 119 
All 85 80 df 64 % 62 
Raventia” 
NV 83 76 69 45 80 
NU i ee 82 85 c 86 
IV 89 c c c 89 
IU 120 120 c eee Ie 119 


All 85 al 7 70 44 82 


Local Programming Expenditure’ 


NV 83 80 fr 68 81 

NU : 109 86 91 c 89 

IV 89 c c Cum 89 

IU Ome 107 re he) 84 

Ald: 87 81 Vi ee 68 84 
SP a a ee Se EE ee ED, 
Notes: 


maT Table 6.1 for definitions. 


b ANG 

All figures are value in presence of cable expressed as percentage 
of value in absence of cable. All figures reflect effect on local 
audience only. Distant audience increases values in some cases; see 
text: 


“Classifications with fewer than five stations are not reported in 
detail, but are included in totals. 
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Table 6.8 


IMPACT OF CABLE IN A 1970's ENVIRONMENT BY TYPE OF MARKET 


a Ee EEE ne 


Type of Type of Market® 
- Station® I ayy) COVE VIE «Vill «~©6 IX “All 
Oe EEE ar een ae 

Audience 
NV ny, «CBA 82 84 78 72 c 66 ae 81 
NU c c e c 110 97 83 ee c 89 
av : 88 84 c a c Cc : “t c 86 
IU 124 124 120 c c c c 96 c 119 
All 88 85 84 84 84 84 83 66 52 82 

moe 
NV ; 89 84 82 81 75 67 c 56 35 80 
NU c : c c 113 96 80 c c 86 
IV 91 85 c c c c c c c 89 
IU 125 125 120 c c c c 96 c 119 
All 90 85 86 81 81 79 80 57 35 82 


Local Programming Eciaddteure” 


I 88 84 82 84 78 73 c 67 56 81 
NU é c c c 109 97 84 c c 89 
IV 91 87 Cc Cc c Cc Cc Cc Cc 89° 
IU 114 175 116 c c c c 98 c 114 
All 90 86 87 84 85 84 84 69 56 84 
De eee _.—— 
Notes? 
Acne Table 6.1 for definitions. 
b 


All figures are value in presence of cable expressed as percentage 
of value in absence of cable. All figures reflect effect on local 
audience only. Distant audience increases values in some cases; see 
text. 


“classifications with fewer than five stations are not reported in 
detail, but are included in totals. 
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environment without cable. The combined effect of cable and 100 percent 
UHF set penetration is to multiply UHF network stations revenue by Pg 
The loss due to cable is almost exactly offset by the gain due to in- 


creased UHF set penetration. 


Impact of Cable in a 1980's Environment 


Tables 6.9 and 6.10 show results when the UHF handicap is assumed 
to have been overcome by technological advance. Differential impact 


across markets is of course unchanged from the two previous cases. 


In the 1980's environment, UHF stations have technical parity with 
VHF stations in over-the-air broadcast. Carriage on the cable, then, 
does nothing to improve UHF position relative to VHE ; sso: }one expects 
cable to harm UHF and VHF stations equally. This expectation is generally 
confirmed by the results. The minor differences in impact are due to | 
differences in size and distribution of UHF and VHF stations, not to the 


UHF/VHF difference itself. 


Even though UHF stations are harmed by cable in a 1980's environ- 
ment, they are very much better off than in a 1960's environment with 
mo cable. The impact of cable is more than offset by 100 percent UHF 
set penetration and elimination of the UHF handicap. The combined 
effect is to multiply UHF network stations’ revenue by 1.16, and UHF 


independents’ revenue by 2.38. 


CONCLUSION 


Concern over the potential impact of cable growth on television 


broadcasting appears to be misdirected on several counts. 


First, the overall impact is perhaps not large enough to justify 
any great concern. Overall revenue loss due to cable is estimated to 
be about 9 percent. This loss is small enough so that it would be 


wiped out by one year's normal revenue growth. 


————————— a aannenenennn 


Tee UHF independents, the corresponding figure is a whopping 1.72. 
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Table 6.9 


IMPACT OF CABLE IN A 1980's ENVIRONMENT BY MARKET RANK 


0 a ee ne 


Type of. Market Rank 
Stacvon — 1-50 51-100 101-150 151-200 1-200 
eS ee 
Audience 
NV 84 80 76 65 82 
NU 83 81 83 c 82 
IV 87 e c e 87 
IU 84 53 c c 83 
ALT 84 80 77 64 82 
Apeceerel 
NV 84 ra 69 45 reds 
NU 81 7 76 ¢ T7 
IV 89 C c é 89 
LU 83 80 . Cc cC 81 
All 85 Hit 70 44 81 


: ‘ b 
Local Programming Expenditure 


NV 84 81 TL 68 82 
NU 83 82 84 c 82 
IV 90 re c c 90 
LU 88 93 c c 88 
AL 85 81 79 68 83 
Notes: 


ene Table 6.1 for definitions. 


Pah figures are value in presence of cable expressed as percentage 


of value in absence of cable. All figures reflect effect on local 
audience only. Distant audience increases values in some cases; see 
text. 


“classifications with fewer than five stations are not reported in 
detail, but~are included in totals. 
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Table 6.10 


IMPACT OF CABLE IN A 1980's ENVIRONMENT BY TYPE OF MARKET 


Type of. Type of Market ; 
Station I Le Ci IV V VI Vive Vil? Tx SCALE 
Audience 
NV 88 85 83 84 84 84 cat 66 66 82 
NU Cc Cc fe c 84 84 83 Cc ‘e $2: 
IV 88 85 c c e c c c c 87 
IU 88 85 a pare ye c c Cc aL c 83 
All 88 85 83 84 84 84 83 66 | bs FIRS 82 
Bevenuee 
NV 89 84 83 81 81 79 c SH 35 81 
NU es fe ‘ae C 81 79 80 ce C 77 
IV 91 86 c c c c c ral e 89 
IU 87 84 84 c c c c 70 c 83 
All 90 85 83 81 81 79 80 57 3D 81 
Local Programming Dependteumer 

NV 88 85 83 84 84 84 fe G/ 56 82 
NU ‘ed e as c 84 84 84 ae Cc S? 
IV 91 87 re (s ‘es c ae Ae c 90 
IU 93 91 87 Cc c c c 84 c 88 
All 89 85 84 84 84 84 84 68 56 83 


Notes: 
Gee Wapnteso.. for, cerinitions. 


b ye , : 
All figures are value in presence of cable expressed as percentage 
& Pp 
of value in absence of cable. All figures reflect effect on local audience 
only. Distant audience increases values in some cases; see Lexi. 


“classifications with fewer than five stations are not reported in 
detail, but are included in totals. 
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ane: 


Second, concern currently centers on protecting stations: in the 
larger markets. These are, however, the stations that will be least 
affected by cable growth. Any serious attempt to protect television 
stations from the impact of cable should deal with the problem in the 


smaller markets, where the impact will be much more severe. 


Third, UHF stations, and particularly UHF independents, are the 
objects of particular Concert. But these are the stations that 
need protection least of all. Cable growth will harm UHF network 


stations very little, and help UHF independents substantially. 
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THE ECONOMICS OF THE TV - CATV INTERFACE 
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The Economics Of. Lae TV-CATV Interface 
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The Economics of ‘the maa Interrace 


Summary 


Le The Commission has requested comments on proposed rules under 
Which CAly would be permitted to expand into the central cities of 

major el feareets and catry distant stations. Two different approaches 
have been proposed: Cry that GALYS Sbtain "retransmission permission" 
From the distant Prrtion (which in, Corn muse, ObLeLR copyright clearance) 31/ 
and (2) that CATus substitute local station commercials. .£or those on the 
distant signals they carry. 2/ Alternate proposals were also invited.3/ 
During Pes recent deliberations on cATY. which led Uo the June 24, 1970 
Second Further Notice of Proposed Rulemaking, the Commission had the 
benefit of some eerer erudies. THis report, An preliminary form, Was 
Be (Or Caeser tt Agais with the problem of CATV's possible impact on 


MA Bae tacdcas swe tem Pie) ee eae hehe eres . tina € ee OOTS 
sion breadcast system, The Commission believes tnat tne con 


-he report, preparoe by Ene Research Branch Ae ies proaccas= 
Bureau, may assist Phe interested parties in preparing comments; it 


is therefore being made available to the public. 


2. The question of impact on local stations ee not a seine, OC 
There is no answer CO the general question of how much impact will CATV 
cause. (att depends on whether the station ela May on UE. 8 network 
affiliate Ot independent, the number of competing stations, its current 
audience market share, the assumed CATY penetration Limit in its market 
and other factors. A formula is given to estimate impact on specific 
stations,, but included as one variable (CM) is the expected audience 
share of the station in CATV homes, chen CATV carrkes four distant 
independent stations .4/ Based on studying Phe CALY wiewl og in 

San Diego subscriber homes and other analyses » estimates are made for 
this variable for 3-station and 4-station markets. Examples are eels 


Pie eeon bora ec ees) co. clarify the methodology. 

Sr i 

1/7. Further Notice of Proposed Rule Making Pauee tet. $8301 EGS 69-515 
po rec and) 36? (1969). 


Qf second Fuather Notice of Proposed Rule Making in Docket 1839774 
ECC JO-o70, June Pi Ao 0. 


oy, tid. para, 1S. 


Apevene present proposal limits carriage of commercial distant stathens 
ro. hour independents. 


Ss ‘ e. ts 
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3s It was found ehAt, mos e lok phe VHE Seat tons in the top 100 

markets have profit margins which should deter reduced service because 
af the estimated impact OP IGALes UINOMee ma i) te UHF stations 

are now operating marginally ariduicowld pbe seriously affected by any 
significant impact. GASTN has 2ENe contra vie tree tse UHF viewing 19 
subseriber homes. eiratytemersts the UHF handicap (viswa-vis VHF) 
due poo tune’ and antenna problems. Secondly, it Fractionalizes the 
audience by carriage of distant =tatuons- In most cases, ft is found, 
there is a.net reduction in audience. (Having the CATV embstitute ~~ y, 
local stations' Sonde rex SitToe those of the distant signals carried, - 
pheorceucat iy, Cah solve the problem ee rimpacte yin commenting on 
whether specific stations shoul cdiimeseuys priority under the proposed 
Nocmmercial A pepibubion’ ylan, measures of impact developed in this 


Pacer yamay Prove helpful... 


4. The problem of program suppliers and other copyright owners are 
considered herein (Part L1) because of as. emporyeance iva iy OALY plan 
waren, 1S designed to be compatible with the noes nee Gide Fores: While 
basic data on programing expenses pet TV home is presented as an 

aid, Congress, ef courses: 25 the sole arbiter of this matter. 


Next paragraph is No. 9 
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J. The present noff-the-ait" television system Bunsiste or about 
870 television stetions, of which ayoOuu LLOD ate non-commercial stations. 
The 685 commercial television stations are leeated in $75 Breas’, called 
television markets,» each having from one tO Lit commercial stations On 
rie, Lhe reception areas of these stations are such that practically 
every U. 3. household is within reach Bimiat least one peorieecein TY. 
station. Households in large television Eaewers suchas Los Angeles, 

New York anduciECaeey eee in; the reception area lo ane uf commercial 
stations, respectively: These commerei1ak TV stations may be regarded 

as the Noff-the-air" distributien system for delivering to homes 

the available ee ec pete syndicated or locally 


originated. There is, Of course, No direct charge For receiving the 
of f-the-air broadcasts in the home. 
10. CATV is another distribution system for delivering television 


programs to the homes. The programs are delivered by cable strung along 
poles (Like telephone OF electric wires) OF underground , tapped into those 
homes that subscribe. The fee averages about $9 per month to connect to 
the cable. CALY subscriptions are caleavle in many marcets mainly because 


Cay) caule distribution results in Riearer pictures than off-the-air 
reception and (b) Gao ve television offers more stations than can be 
received off-the-alils by carrying stations from distant TV anette. Or 
the television public, it would be ideal: it CATV and of f-the-alir TV 

could exist side by side, permitting those that wish to aCe RCe LOnrSy 
for the added CATV service, and permitting aT Motu fo ee continue all the 
free of f-the-air service that the market supports. Hts Car! happen when 
CATV carries only the Local market stations, 45 it now does ire new York 
City where large buildings cause of f-the-air reception problems. 


Ll. However, most ¢ities do not have the off-the-aitr reception problems 

of New York PGE do amor Dans) 3 great number of focab stactlens (New York ° 
City has 8 commercial and 3 educational stations on the air). Therefores 
in most markets CATV mastonne.: mOLe than just the Local stations, tf dt is 


- 


to obtain sufficient subscribers §9° exist ab athe When it does this, 1¢ 
potentially conflicts with tne off-the-air television systen. it does 3° 
jn-two ways. fae sty OY bringing distant stations into subscriber homes y 
ie fractionalizes the CATY audience which would otherwise only be able 

to view the local television fereions. sane e the Local stations tsell" 
their audience to advertisers, this reduces their revenue and could 
jeopardize the local station's ability to serve the community: Secondly, 
by carrying distant station programs which are normally syndicated on as 
market by market basis, CATV may interfere with the current program 
distribution process with possible adverse eftecue. Vi program suppliers: 
ability to perform. a he principal purpose of this analysis is to determine 


oe 
as rs “ ei j sD 


Ss Soe 
the impact that CATV (carrying distant stations) has on TV stations and 
networks (Part mend on cue presram suppliers (Parc. tl). 
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Are. | coarmpsct Or CALS Whien Carry Distant TY StatLons 


On the Audience And nevenues of Television Stations and 
Networks 
Ne ee 


TY Allocation Plan and the Present Television Markets 


pa LavaAprel LOS2e LR LES 
1 television station 


allocations, :the Commissi 
separations and assiened ‘VHF Shad Ure ‘channels €o rhe comaunities in the 
United States. This assignment plan was based on some major considera 
tions, including (a) providing at least one or possibly two stations 

to each commnunitys (b) insuring an equitable distribution among the 
states and (c) giving weight to the population of the central city. 

The UHF and VHF assignments were intensixed in this plan, with the 

larger metropolitan areas being assigned more VHE than the smaller com” 
munities. “A total ieee ercommiunr tres, Were assigned television channels; 
889 of these were assigned only one Weyinel ane Joos CWO Ne” more channels. 


Sree KEDOTL and Order on television 
n r 


eer Tixed minimums for 


P3' The economics of television advertising actually determined 
the usage of the commercial channel assignments. Because Lull power 
Was permitted, Sta eLons assigned to suburban communities of metropolitan 
areas were able to reach essentially the same audience as those stations 
assigned to the Poentiatecivy or tic metro area. Thus, advertisers 
considered them to ve in the same "Nrelevision aarketc the Comnission 
recognizing that these stations would be Veceived in Che same television 
homes as the central city stations, often permitted them to 
transmitting tower for better reception by the public. So that 
New Jersey station became part of the New York City television market 
and a Wilmington, Delaware station became part of the Philadelphia 
television ercet Pie comnercial television stations eurrently on the 


use the same 


a Newa rk, 


Bier are located in SS television markets. 


14. In its allocation plan, the Commission assigned more channels 


to those communities with the greater population. my meh a 


EE ee 


1 iakse re 
5/._As ced in.par.— 6S of the 1952 Sixth Report and Order: 


Numbe r of channels 


Population of Central City (Includes noncommercial) 
1,000 , 008 and above 6-toon LU 
250 800: > 1,000 ,000: 4 to 6 


502000" 250,000 i Ae ach a 
Under ~ 50,000 t Eoud 


rsa, bd os 


Ate | atx 

Ory. he j $ Ms . 
‘Bug, i. >! _—s (b> 
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justified because it obtained maxinua usage of the limited number 
of available channels by serving the greatest number of people. es 
also coincided with the practical economics of advertising, thus 
permitting many assignments to 102 rapidly activated. But the 
reasoning pehind the allocation plan did not necessarily imply that 
a family living Neue Lark. O6 Los Angeles deserved ten services 
whereas 4 family living PieeLoone OF Bakersfield was entitled to 
only 3 services. Table 1 snows the current allocations and usage 
ope nud channels’ in those major 100 markets specified in bie proposed 
CATV rules. 6/ 


15. dave eler allocation pian intermixed the UHF and VE channels. 
nis provided for the most efficient usage of available channels, 
assuming that UHF stations eouid develop into the equivalent of VHF 
stations. Tt goon became eiear that in intermixed Markets » uur 
stations could not compete with the VHE stations. Many URE stations 
Sent sOLk wien ALber considering eaveca macy Lees to get UHE back 
on tne: track (including Ndeintermixture™ and the moving Cf al te Len 
vision assignments CO the UHF Bee > wee Commission and the Congress 
decided to require Pear abk LUCore receivers be equipped for UF as 
well as (var ane ALi-Ghannel Receiver Law was ef Lecekivs July 1962 
and the Commission ruled that after April 30, 1964, all television 
sets shipped in interstate comme rce must include URE Since then, 
there has been a steady increase sn the percentage of homes in the 
United States having sets that include UHE tuners: mid-year 1964 — 
Leen oOo Fe oo 00 Je VOR hate Naat BS) Obs ig ay RSS maa 6073 
1970 - 68%. J/ By 1973, 907%, of the he levieon. HOMES are expected tO 
be equipped for UHF. As a result, interest in UHE stations revived 
and the number of UHE conmercial stations ON the ait gradua LLy 
increased: January 1964 - 863 Januaty OO Gee January Rates ile 100 
January [ooh Libs January 1968 — 136; tS ena eeo ee 165; January 
{O70 sos 


The UHE Handicaps 


lGe Theoretically, 4 UHE broadcast is technically 4s good as VHF 
of the same signal strength. practically, Hur stations suffer from three 
handicaps vis-a-vis VHF stations. The first obvious handicap is the fact 
that not all Ty sets in use have UH capability: tt will probably be 
1973 before 90% of the U. Ss, TV homes have at least one set with UNF 
capabilities. Although UHF set saturation varics considerably by TV 
market, chere, ar? published measures of this handicaP-. 3/ 
Po ee a ee 
6/ “These ete the top 100 markets, ranked by net weekly circulation 
by ARB for top 6 ae i 
3/ Estimates based on bench a: Gansue: survey and data from aud Lenc® 
research services. 
g/ Current estimates by arRB and Nielsen and bench mark sample surveys 
by U. S- Census Bureau. 
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Wiis The second handicap results from tuner disadvantages in those 
TY homes which have all-channel sets. Practically all these sets now 
in use have a separate continuous dial for tuning UHF stations but a 
simple "click" switch for tuning VHF stations. There is an apparent 
reluctance to use the UHF tuner. On January 30, 1970; the Commission 
adopted a rule which. requires equivalent tuner capabilities after a 
specific date. 9/ At the normal rate of set replacement it would take 


at least teh years from the starting date for essentially all TV homes 
to have an equivalent tuner. 10/ 4 


18. The third handicap results £rom the fact that VHF signals reach 
a greater distance than UHF. This may be overcome when the UHF station 
operates with maximum power. Because this 1s expensive, relatively few 
UNE stations do so operate. Therefore, many TV homes outside the 
metropolitan area usually need UNF roof antennas even though they may 
receive the VHF Stal Lous with the antenna mir it into Lhe set: There 


vp fad 


“seems to be some reluctance to install a Uli roof antenna. 


19. An attempt has been made. to quantily the UHF handicaps due to 
tuner and antenna disadvantages in terms of loss of audience in ALi 
channel TY homes, and this analysis is attached as Appendix 1. This 

wag done by comparing the actual average audience of UHF stations, with 
that of VHF stations doing the same programming» under the same condi-~ 
tions in comparable markets. Because of variations between markets in 
popularity of specific program services (e.g. CBS programs) and because 
of the Limitations in using sample survey Pio acies, the mesu led ean only 
be considered as an attempt at measuring the UHF handicap. These results 
are summarized in Table 2. 


Table 2 


UHE Handicap in Intermixed Markets Among Audience with AlL1-Channel Sets 
Gee ee ke expected audience lost because station is 4 UHE ratner than. a VHF) 


Metro Dominant Total 
Area Area _\Y _Market L2/ 
Network affiliate 16 ou 2 


oe eed areca 

g9/ On June 24, 1970 the Commission revised the tuner comparability rule to 

provide the following compliance schedule: By Julep, beeen 10% of wit 
modeis; July 1, 1972, 40% of all models; July ls.1972> 70% of all models; 
Sure , 1orS, 100% of all models. 

10/ Based on experience of all-channel set replacements. 

LY ine counties in which most of the viewing are to this market's stations. 


12/ The total market handicap substantially exceeds the other handicaps 
principally because of reception problems. 
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20. The network affiliate's handicap increases rapidly outside 

its metropolitan area; because similar network signals from neighbor- 

ing market stations intrude and compete for the UHF affiliate’s audience. 
As time goes on, NO doubt many of these UHF affiliates will jincerease 
their power and substantially reduce the large handicap outside the 


metropolitan area. 


eke The importance of measuring the UHF handicap for this analysis 
An CAV Veo one the fact that in CATV homes UHF and VHF stations are 

- carried on the same VHE tuner and also weak signal strength is not 4 
problem. Essentially, therefore, there is no UHF handicap in CATV homes 
hones. 13/ “Where projecting new or’ proposed UHF station operatzons, 

ak Ls recommended that 4 current audience handicap be assigned of 
approximately rhose values given wage 23) Le is recognized, however, 
that the handicap Pista oOupre Vv. cuueS is even greater at present than 
the indicated audience handicap» since there is a rayuctance by A0ver- 
tisers to use a small eeationm in 2 market aven at a competitive price 
pel thousand audience. Specifically, the revenues of the UHE network 
affiliates studied were 45% 7 50% below what would be expected if these 
were VHF stations in the same markets. 14/ 


Does CATY increase total viewin ? 


Ze. * .Tn a subsequent section of this report, (pataw 24 ies methodology 
is introduced for calculating Ghly Ss 1mpachyon local station audience. 
The concept eee. stations share of total market audience is used rather 
than the station's actual Avarence Size OF audience rating (Faotstotat 

TV homes viewing the station). Audience shares are used so that che: 
question ogee) = possibly increasing total viewing may be independent Ly 
considered. Audience surveys which compare viewing in CATV homes with 
phat non-CATV homes in the same market, consistently show a higher 
level of total viewing by CATV homes. Should CATV get the credit for 
this higher level of viewing or is this simply a reflection of the fact 


Pee oak rene 
137) Une stations on the cable are necessarily carried on a different 
channel number. 

Considering the fact that UHF is less than 1L00% saturation and 
the huge revenue handicap the UHF stations have, one would expect that 
UHF independent stations in intermixed markets would be in financial 
difficulty. They are. Pl do8. 4 bataee yees available), only eee 
UHF independents (out of 37); reported a profit, and both of these 
were Spanish language stations (See Table 8, pg. 26). Even if one 
inflates the reported revenues for these stations to a theoretical 
100% saturation, only worc or Live were of these stations would 

have shown a4 profit. 
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that heavy TY yiewers tend to subscribe 
extent th 
its impact on Local station audiences 


buan bie iy viewers?15/ To the 
viewing, 


is lessened. 


23% 

viewing? 
eates that there 
air viewing with different numbers 


seen in Tables 


Does increasing the number of channels av 

An examination of tner metro, areas 
seams to be no significant difference 
of available chann 
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Average Homes Using TV as = Of total 


Top 100 Macken s > 


Number of Number 
Stations of 
in market Markets 
) agi Less 10 
3 . 47 
2, DR 
a t2 
6 5 
7. and over as 


Lf of f-the-air viewing shows no significant increase rickt added 
one would suspect that this Pouia noid Crue 


24. TE CALY significantly 
would expect that 


increasing subscribers. ‘there are 


aye neces wes great 
For example, 


viewed television 


Highest Quintile tL.o 
Second Quintile ~ 8.2 
Middle Quintile ~ Soe 
Fourth Ourntiie — ais 

La 


Lowest Quintile <4 


increases 
average viewing in 4 
five 


ication in the aq 
rhe following average 


were reported by Nie 


my homes in MELLO 


ARB Feb-Mar. 1a70 


TOL) MeCTOs ey 
homes using 
Television 
ad 
Sete) 
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32.4 
by etre: 
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number OL 
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inerease with 
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Canadian cities 
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Isen during 
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was substantial increases in CAEN. penetration during tne 1966-1969 period, 
and the total average viewing is tabulated in Table 4, below. 


Tab le 4 


Total Viewing in Canadian cities with substantial penetration OF fOALY 


Average per household per week 


Nov. Nov. Nov. Nov. 

1966 1967 1968 1969 

CiLye Hrs /Min Hrs/Min Hrs/Min Hrs /Min 
London 37200 Let ovpeo ks 34:54 
Sherbrooke £230 ee We: B32 43:42 
Vancouver Beet. 34:06 35142 Gate. 
‘Ottawa-Hull LO S10 39348 a93 15 SOR TE 
Kitchener 373,00 39354 39:18 AOR MES 


Source: Nielsen of Canada special tabulation No. 507-591. 


CATV penetration cata available indicates rapid CATV 
expansion during the period with estumates of penetration 
for Nov. 1969, as Follows: London — 6045 sherbrooke ~ 6443 
Vancouver ~ A Ve Ottawa-Hull - 45% Kitchener ~ aN oe 


There appears Poo we no pattern of significant increases in total viewing 


here. 


Ai ens Raye" Paso County Colorado (Colorado Springs ma reet) 4° was poseibic 
to survey 4 sample of TY homes both before and after they subscribed to 
Cary. he resuits are found in Table 3. rhe anbecriber eB. oUF (144) 5 

even before they were gouneeread to CALY reported average viewing Of 16% 


ae 


RD. sewed gee miny noe Olas a6) sikh A standard error of estimate eh! 9 percentage 


points, than Eire non-subseriber group» Re eae possible to beeee OR? i2 
€ 


families before and aLter being connected to CATY, mainly because cable 
installations were not completed as scheduled. These showed very PEELS 
change in rotal viewing ~~ average aid~day viewing of 4iyZ before CATV; 
and Of fom after CATV Was anetalted. However, because of the small 
sample in the ita foe CN subscriber groUP 72014 nomes) and other cactors » LOL 


ee iar % 

16/ An examination of the diaries sndicated rhat even during the short 
; time period (12 monens OF less) the composition of many family units, 
their working hours and yiewing hours changed considerably. A muc 

of sample CATV subscribers would be needed for reliable 


larger base 
survey of this kind. Furthermore » the CATV in Colorado 


results in 4 
Springs (a aeetatron market) carried only one distant independent stat 
KWGN from Denver in addition to the three Denver affiliates: This: Cye> 


of study should preferably be done in an area where carTv offers 4 
dependents. 


preater selection of distant inaé 
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rhis result igs not considered significant. Livers included here 4s 
the only known attempt, tO date, to measure viewing Of ene same 


households poth before and after being connecting t° GAIN» 


Os Some assumption hace LOLbe made, in order to proceed with 
calculations of impact. For purpes ot the calculations in the 
remainder of this report, ILLS assumed that CATV does not increase 
rotal viewings eS understood ehis 

the impact problem, and that impact will be, tess than tnat Calculated, 
(f Unerace CAEV does increase tous l viewing: he 1s Also noted that 
the impact etudies herein deal pon Cae ky wee ches Ler 100 television 
markets, Decnusartne toch: of the current maple making: &s..ON carriage 


is a conservative approach to 


of distant Spent s tLe those markets. Lies recognized, however, 

chat television stations in smaller markets may be even more exposed 
ro impact Pron es. oe of the methods for study, developed in 
rhis repel ae alSO 0S applied Lo -he smaller markets. 
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Calculating Impact on tocal Stations 

cae Impact on audience 1s measured Py comparing the Wocat ste 

tion's audience sn the absence es CATV RW TOES audience when CATV 

fone competing due teat ét¢ations. ‘10 make a projec =tion of how the 
eas divides in CAT homes, (ONS obvious point of reference 1s the 
udience patterns in Los Angeles and New York where oan * station 

competition exists =oF over-the e-air' audience. in Los Angeles, where 

the 3 networ % affiliate have strong COmP etition, a from 4 VHF 

a 


eee SUS ; 


S 

Sndependents, wet average 9 AM=-Midniaht one divides 49S follows: 
Bett Or hee. Gane ore? 7i%, independents — Boge tt kay NaN York the com- 
petition to networs ATfLLVates » which includes Sa WHF taderendents » 
does even better and the average = Ail-Midnight 4 udience divides 4& 
follows: 3 ne Pape art aves © eee independents Up eorionas when 

N } 


New York or Los Angeles independents eel Garrues (PY Chi an station 
markets (where each station east romeLy orogramed network affiliate)» 
these independents should do nearly as Vai eagein: Ube ir home markets. 

The three local stations do have an audience advantage 4%. only they 

have local news programs and the audience carry overt cpometnese programs» 


Imnact in Ma vor 2. Station Markets 


20. a eet a UL Ot market 1s considered a faajor one if it has three 
full network Bri liacess na thea? total revenues high enough to support 
the most expens sive syndicated programing in non- network time. One such 
market, which also has sufficient CATV homes. to study (55,009) {3 oan 
Bee (ranked povar2o/ ownren nes a Vip afiuliates- 24/ The Commission 
ordered two $ Cia paculalLons of San Diego [ audiences» one for 
Feb-March 1969 (103 CATY diaries) and one fOr om Maren oo Maron ua 
diaries); tnese tabulations, together with those for non-CATV control 
groups are given in Appendix >, Totaling these two samples and making 
necessary adjustments 25/ yields the following results--which may be used 
as a model Lor measuring impact in a 3-VHF market when GCATVs carry four 
Los Angeles independents OF thes yt eauivalent: 


99/ Source, ARS fep-March 1970 market surveyS- Reported ADI shares of Homes 


p-Ma J 
Using Television (which normally totals to about 103% be 
sets tuned to differen channels) > a to 100% { pase@e 


Market rankings 4s used throughout this port refer to ARB's net 
weekly circulation ranking in 1067; these ate the rankings used cur- 


rently in “top 1900" CATY Saeed rte 


wudy periods» a relatively weak UHE independent (2% share) 


25/ See pee a ron adjustments and reasons for ee ‘The survey 
Z IVG Lis a = oof kare 4 
results she «ed that the 3 VHE aff ryates obt ained an. 85.99 share -1n 
¥ — ae 


non-CATYV homes 
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snly 68.1% sn CATV homes-s sie impact can 
ogy reduction vo home audience. Since 
a 90 2 Juction sn CATV home “the © S 
woscribers, the current 
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eB vocal affiliates 74% 
4 distant snaependents 26% 

This seems bo pe consistent with the expected peace so analyzing Like 
Los Angeles market itself (para. 29 i | 
31. These San Dies? raped eA LY shares may be used to calculate 
CATV'S impact on stations in top 100 .3-VHF menke ts such as De Moines 
(ranked TALS Richmond cat and. MURenC oP nenectady~Iroy (aad) where 
the 3 local stations are reported t o have ths Sg lowing shares of the 
average market audience * Daawounes’ 85% 3 sichmond - 9q%; Albany~ 


Schenectady~ apo Yo 92%. 26/ wnen each of these share youre. k= divided 
santo tre CATV Pee ehere: OF 72% (tory 3 metnork affiliates) she following 
estimaces oF auaLence reductions in CATV hozes are ob stained? 


Des Moines au a ee reduction GAO's t.- 74/85) 
Richmond a, AT% reduction (4 .e> i ed 74/89) 
ipengecenencctagy: TY _ 90% reduction ig Oe ee 74/92) 


These are the expected audience impacts a Co Homes To estimate total 
station ‘impact, these vecuctions are multip.ied by the expected CATV 
penetration, pape ts 0" For examples when; 2eK or tne homes in the AlDany™ 
oe ae ady~ Troy ADT become Ss ‘oscripers to TWe carrying four distant 
independents: | the average audience for the <ree local stations enegt.~ 
mated to heer eos Geays oop tnan it wo aa have been in the absence of 
distant station competition © on the cable: 


i 


326 The general formula for eetimatans tmp act on local stations 1S 
ag follows: 


pees ER 
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Where D is the expected decrease an station audience (as a percentags of 
Lis expected audience in ihe absence of caTy). ™ is the "model" CATY share 
for the type market under consideration aucun teen 7ass total share fOr 3 
affiliates, Using the San Diese caTy model 79? Los 
factor reflecting anticipated increased texecae viewing due tO CATVs 
cveniees we sg assumed that CATV inereeses 

J = 1.05. Throughout this study» the conservative view 1S taken that there 
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26/ Source: ARS, Feb-March 1970. aported share* of ADI homes using tele- 
vision (HUT) which total to approximately 103%, ~ ‘because of second set 
viewing of different channels, % have been adjusted tO 100%. In these 
markets, the viewing not attributed to the 3 local stations is accounte 

for by viewing sn the Avt of station from adjoining marketss 

extent that CATV homes will continue to view t ese adjoining stations 

the percentage of audience reductions (due to CATV) calculated herein 
will be hig her. 
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tg no increase» ay she (para- Aaah eS audience share © 
station, expected an une absence of CATV; and P is the Gee e 
penetration expressed as a percentage of total ADI homes that 


to CATV carrying distant stations 


Bo 3 The San Diego Bestel CATV model shares may be used for 
impact estimates in sptermixed markets» As an examples impact 1s calcu- 
lated, at the 55% and 50% CATY penetration levelseron sett three stations 
in Binghamton, ory. iis market has one VHE station, WNBE, a CBS 

APPL liates. ete ere UHE affiliates: WBJA (ABC) and wink (NBC). -Using the 
Feb-March 1970 ARB audience shares (9 AM@-Midnight) 5 the following data 
are substituted +n the formula: 


M 


WNBE-VHF WBJA-UHE WINR-UHF 
ECS be _ (asc) _ (use) 
BB 7or rests. o" iva ae 24.7%. 24.71% 
ide awe yncreased viewing 
due to CATV; assumed 1 1 l 
s = Since ADI 1s over 90% 
UHE saturated, curs 
rent snares, ote used 3 
ARB shares of Homes 
Using TY adjusted to 
total 100% 45.6 iw 15.3 
Oe 95% and 25% and o5% and 
50% - 50% 50% 
with the resulting expected decrease oft 
h. mat oe CATV penetration 11.5% ~23.2% -14.8% 
D, at 90% CATV penetration 23.0% 250.4% 29 Je 


This means that while WNBF may expect 4 reduction fo eats eter Ses tts audience 
(at the 25% CATV level), WEA and WINR would aypect micresec> of 28.2% and 
14.8%) respectively: In this particular example the £ actionalization of 
the UHF stations’ audience has been more than offset by the loss of UME 


handicap. 21/ - 


of It might be more securate Uo Show slightly higher ug" yalues for the 
UHF stations’ shares than those reported currently, since they will 
likely overcome come of their UHE handicaps. T¢ this, oe Gone the 
audience increases calculated for the UHF stations would be corres” 
pondingly smaller, and the loss of audience for WNBF would be gmaller- 
Binghamton ig perhaps ¢ poor example for ,llustrating the metnoG 
~aturated with CATV. The change if 


4 AC! 

since its ADI is already 44” * : 
ee ote 8 kD Tete? > 

audience found above (D), must therefore be snterpreted from the 


current base of non-CATV homes « 
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trmoact ln wate aestation warkets 
34. The "M" values based on San Diego PAIN eave > (7495 for local 


affiliates; obo TOT four distant ndependents) ehourd not be applied 
to markets where limited Payers S19 revenues prevents the affiliates 
from strong programing hg: non-network time. One would expect in such 
a-station marnetss the 3 local affiliates could not achieve 4 714% 
share in CATV homes against four strong distant sndependents - A survey 
in one such Cyr detseaieer st tel (ranked 146) where the 3 UHF affiliates 
combined grosseG only %2 euron en revenves and snowed 4 combined net 
loss~~vies tabulated for CATV homes in November 1668 by ARB. 28 The 
tabulations anc adjustments made are given in Appendix it ale results 
show thet sn CATV nomess the threc local affiliates ane estimated as 
ptaining ¢ Bh stare pee. OUr Los Angeles sraependents a 34% 
chare- when carculating impact an gmall Augtationemer kets. similar to 
Rakersfield, 54 would be appropriate £0, use (Les ahare rei gure> ag "M" 


Lae Tt would be yaluable to have wu values o5 CATY models for 
A-station markets 45 well as £OF 3-6tation markets» However » CATV survey 
resuits from Large metro arees where the fourth local station is a well- 
proyraned independent are not available, because CATV was not permitted 
to expand snto. these Areas. on attempt is made here to estimate roughly 
the values ee SOF shes type ot aarvets) wie A-gtation (aia. VHF) 
market, 2 wall-operated and einancially strong sndependent par COU eae 
progran” the network affiliates and can obtain 2 15% OF higher chare of 
the average aa day audience iene absence orien Ao CATV homes in 
such markets would carry aoc es affiliates» the local sndependent and 
(assume) four distant independent 6tations» How would the average CATV 
audience divide in such cases? One way of looking at this Bent? find 
aut aust) now small 4 shares 2 well-prograned network affiliates can be 
squeezed to by the fiercest sndependent competition. This sven out to 
be. an tHe New York market where the 3 affiliates total only 63% Of the 
average 9 aMeMidnigat audience» 30 It could be assumed that in 4 A-VHF 
market where 4 additional «ndependents are carried; the three local 


6 er oe 


23/ Another tabulation was made by Nielsen for CATV homes which were part 
er net Hov.68 and iar. 69 surveys which yielded results consistent 
with the ARB study: . 

29/ Gounter-program ng includes running news programs before the affil- : 
jates' regular news Snows 5 using entertainment shows opposite neler 

news 3 stripping popular rerun series sn a prime time yeriod, <) nee 

a weeks childrens: programs opposite networ! afternoon $005 operas. 
The highest shares of successful s ndependents in Nov. 1969 +e igen 
markets are’ Portland ~ 15 (Nielse® and ARB) » sroneapolhe tac cae 
(Nielsen) and 14 (ARS Phoenix 7 1s, (Nielsen and ARB), 2nd Dailies” 
Ft Worth - 15 wpelsen) and | f 


. } aie ~{ wf 107 
30 / few York ADL shares adjusted %° total 1 ARB March 1970- 
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affiliates could also be squeezed 
since the local affiliates co have 
audience Aa uceLyy }OVee tneref rons 
Ane remaining five 
one would share the ane, balance. 
gramed local sndependent (again with 
would Capeeren et g% shares leaving the 
Thus rough estimates of 
tion markets 2S follows? 

for a strongly programed sndependents 6% shares 
independent fourth station can also be strongly 
whether it obtains approximately ah ga 15% less 
Of uhe market's all-channel set audiences 


si eye assumed 
sndependent stations 
LeULS estimated that 
x Yocal news 
4 distant 
established LOL 


£0 approximately a 63% 
the advantage Orrene ss 
that the 


audience 
sendependents with 27% 


For three network affiliates, 


an the absence of 


share» However » 
local news 
nEfiliates: 
including the local 
the strongly prom 
aya carry Yes 


stations in 4-sta- 
65% share; and 
noted that a URF 


programed ag measured by 
27% UHF handicap) 


CATV. 


Using these rough "MM" snares: 4 market impact calculation is made 
for the ALWHE stations sn Portland, Oregon (rank aye Cine data are 45 
follows: 
3 VHF 1 VHF 
Ap onus eee. Independent 
M 65 8 
va TT Assume no sncrease in total 
yiewing 1 ti 
S ARB Febd-Mar y970; ‘shares of Homes 
; Using Television which normally 
total 103% adjusted to 100% oer 14.6 
E 95% and 25% and 
50% 50% 
The resulting decrease tn audience 
ae kas follows? 
D; ate CATV penetration 3.5% 11.3% 
Ds at 90% CATV penetration 7.1% 22.6% 
37. An example of a 3-VHF 1 - UHF market impact calculation is given 
for Cincinnatl (rank 16) where the UHF station 1S sndependent. The 


data are as follows: 


i - ¥ i 

Per al, 

a3 ea tte, 
2 eee 


Ow q tt Bein | 
7 te Dideiidsates 930 fe vlev 
a? » PS he) 4 ‘8 


ie . : . 
tbe $ €.4 al 4] 1 PEGs; CAvAs «:,: 


| 
é 


So VHr eis) 
Affiliates tndevendent 

M | 65 8 
1 Assume no increase tn total 

viewing if i! 
os ARB Feb-er 1970; since Cincinnati 

ADL aS Q3% UHF saturated, WXIX 

(UHF) share +5 adjusted from 9 tO 

1 share (9/.83) and eeatti l= 

sates’ shares adjusted accord- 

ingly: 317 80 jt 
ig . 95% and 95% and 

50% 50% 

‘The resulting decrease sn audience 

is as follows: 
D, at 25% CATV penetration 4.5% 6 «855 
D, at 80% CATV penetration 9.4% 13.6% 
Effect_of Tmoact_on Local Stations 
38. By using the formula (para. a2) together with appropriate esti- 
mates of CATV Home ma" shares for the market being considered, impact on 


audience may be estimated for sndividual local stations. Sie 
audience baci cally determines its time prices and revenues: Estimated 
reductions in audiences may therefore be associated with reacuc 

station revenues: In general it Sip cost ne Les to operat 

Pree tenet ee reduction in puidencesshare: 30/ Therefore the reduced 
revenues will be reflected in thie station's profit margin. Ty some Cate? 
this will be 4 sufficient reduction te orevent the station from doing 3° 
good a public service job as st would otherwise do. in other cases» the 
station operations yould not be, affected because Of 4 remaining high 
profit margin. 

39. Table 6 45 a summary of marainal stations in markets with three 
or more stations. Of the 122 markets, 81 had at least one station 


ie ee ee 


S1/ Sue the orojected share in absence of cATV. it is projected that 
the UHF station will have this higher share due to the increase of 
UHE sets from 83% to 100%. No adjustment has been made for over= 
coming the UHF handicap due to tuning and antenna problems. Also» 

since the Cincinnati UHE station went on the air recently (Aug: 1968) 
their ultimate share may be higher than 11% in the absence OF ATVs 


32/ Although some costs» seach eseprogts™ purchases» may Vary with 
audience $12e- | 
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reporting a loss in 1905+ Tnere are applicants for a new UHF channel 

(or permits aixeady sgsued) in 29 Ee the Al remaining markets (which 

had all rotiepiers 2tiohe So tha st appears that marginal stations 
e ot of +he television markets» LO impact from : 

A : 


40 Table i shows that while mos. Vit eparsons 1! the top 1.00 markets 
reported very hign profitability (with respect to otner sndustries/s 


RG ate a 
(and that come mey STOP out) if CATy viere %° expand (and carry distant 
stations) without Limit. 


4\. Fundamental to all ympact considerations is the extent %° which 
CATY will be guccessful in selling {cS eubseriber service in the metro 
areas ot the top 100 markets: Although many Rarreprencys axe interested 
naa obtaining fpanchises fOr CAT Vait these ares? not much is known about 
the eventual copularity of CATV wn ce ule such 4S Chicago » San Francis¢e? 
or masghington ywnere » off-the-ail> three affiliates and one °F more 
strongly programed sndependents can generally be received with clariyy* 
ExperLence i poet DiCGe> where 4 pelatively weak UHF otation provides the 
a Hlovcisys penetration ig the 


. 


only . ndependent service 33 / shows that 

maxLmun oresently possible in the Si feauareo> of that county > 34/ Since 
there are areas in the market tnat would be unprofitable to Wires peas 
genet ration in San Diege market may be aggumed to be somewhat less than 
A0%. One would expect that in major markets» 

sndependents are now receivaoles the upper Lint at Gaay penetration 
would be considerably Jess Unen this. it 1s doubtful that CATV in the 
Chicago» San Francisco and washington markets can even approach San 
Diego's penetration rate, a¢ cable were to atten bot additional distant 
sndependent channels 3s its principal attraction: 


42+ Local stations | Loss of audience» due to CATV bpecional keene 
is equated with Loss ot advertising revenues HeCcause an audience 
program is considered to be exposed ro the commercials carried by that 
programe lt commercials on distant stations carr} 

out and the local etations' commercials gubstituteds the normal S) 


33/ A Spanish speaking Mexican gtation is also received: 


34 {ne saturation of 65% of nomes oassed by {ne cable which was antici 
pated py tne San Dieg? CATVs at the 1967 Commission hearings was 


* eh @haye 
a 
rie 


#2 6. ri 


Le 


ry ta | 
ta or rer 
Pa il iy oe 
Misty, Ne 


f ly giy _ ; 
a aA! a) wald 
ia : Slits 


a 
a) tue 


£2 
: 
a 
nN 1 
€ 
rt z 
gz ee aa = z S 8 
1 € 
I 1 
| | los 
TeyOL cyety | 07-9 
4 \ 


Cn oauvany yVjOL yok) 


eet 


ssv 1D AQNIATY AG Sues 


Gente | 


——- 


oy 


icp) 


nN 


0-92 


8961 ‘NISUVH LIA 


TL 


G2-Te 


uUyerUy 33 jO18 


Od 


WYK 001 a0 NI SN 


cml 


Oc 


pt 9 
\ 

T 
€ j 
S c 
© 
ra 
ro T 
-9T gt-11 


xvy-71a 8961 


anv 
OLLVIS di 


w JO WSSANN 


rt 


Ot=9 


Cay 


S- 


0 


90e----00T 


go00'e -000°% 
goofy -000%t 
900°9 “000 
900g -000'9 
90001-0900 
po0or 292° 


i OG 
puvsnonL) 
s5eld 
anusrdd 


9961 


| evde<' ee eee i Pee St TVLOL 
| | Yt € QOT UP43 #571 
| T 90z --C01 
: t z | 004 7-007 
t Lan € a) “909-2007 4 
| z 008 7-009 
Tt T T x T 000'1-008 


900° £-000°2 


| | ooo’ 1940 
| 


(SAV) 1d 
pussnous) 
eBPTD gnuvAry 


961 


ee 
SUopavas PIIVitts3 


an aa 9 ~ ——<——T. 
Jo) Vea 4 Ih jvad AIT-9AG wBYoE 


S961 “NIDUVA Ligoud ANY SSV10 ZANaAgY AG SLEXUVH OOT JOL NI SNOLLVLS SHO JO wacKAN 


g bideL 


eo]. = 


. 


ss completely changed. 35 / Althoucn the local Bearvons program 
audience is reduced due to gractionalizations 100% of the local stations’ 
2 


. 


5.2 be 


Neommercial audience a6/ is Pecained.  Kssumem™ this is practical, the 
problem pe awpecU eoUUne= manageable s ame inate by NAY disappear. For 
example; each station in a three-station market may currently have 4 
one-thid the total audiences and its commercials ere exposed to Lis 
same audience. 77 CATV carries several distant StAciONs the audience in 
CATV homes for each of the local station's programs would drop from 33-1/3% 
chare to (say) gah share Tor a Syne onl (27a te Fos chew locas sbebLons- 
However, if all commercials on distant stations were replaced by those of 
the tnree local stations, so that each local station received the benefit 
of one-third of une 98% share ate tie aiscene stations’ audience » each 
local station would end up with the seme commercial exposure as it did 

sn the absence OF OAs be es one-third of ‘the total audience. Result? ne 
impact on these local Stations $ BAG ny arier> (are exposed to local commert~ 


7 


cials instead ot those from distant narkets » CT/ 


43. The feasibility of commercial substitution remains to be estab- 
lished. Distant signals are often. carried into 4 television market 
via microwave relays; CATVs in that market pick uP the distant signal 
transmissions from a point in their market and send. et 1° their head ends 
for Ansertion ce? the cable for subscriber viewings Commercial substitu- 
tion may be accomplished at some convenient point in the market pefore 
the cable systems pick up the distant signals. (This could be at one of 
the local stations that menefit from commercial substitution) 


44. The electronic deletion and insertion of commercials could be 
automated, if each television station carried by CATV were required to 
transmit an electronic codes 10 seconds prior to a orogram break, which 
code would signify the total number of seconds for the break. At 
the switching noint in the CATV's market, 4 computer- switcher (estimated 
to cost about ¢50 ,0C0) would delete the material during the snterruption 


eee 

a5) men CATV substitutes 4 Local network affiliate on the channel that 

is carrying 4 Pectant aifiliate, to comply with the non-duplication 
requirements » the effect is eractiy Tne ames viewers of that dis- 
tant affiliate are being exposed to commercis 
sate, instead of those of the distant ones bu 

program the distant eration broadcasts- 


os ' . . : , . = +4 = a cect 
36/ As used in this report, “commercial jsudience’ 1S the audience exposed 

to “Ene commercials, which 15 assumed tO be. the same 2s the audience 
for the adjacent programs - 


47/ For reference a COPY Gr the commercial substitution provisions 
in the Commission's "Sécond Keren et Notice of Proposed Ru len 
making" in Docket No. 18397-A, is attached as Appendix 4 
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Al. Cable systems which carry only local stations, such as in 
New York City; 1eve LAT EL es Aecy ety eff 


ect on television station pro~ 
graning- pa guecri ber on such eyouers F6 eceive the cave stations 
ag do the’ -of the 2it yiewerss tney simply have better rec ception. 
CATVs that carry distant stations wile neve a impact on the program 
marketplace: In order to analyze oe Pt eS) ee fyi to suse -arize and 
quantify athe: pecans” elements of the television proedcast jndustry- 
This is done vie tae re which gives 
n aink 


he values of the four compon 
sndusctcy prod: © $ 


t 
no eos) which totalled 


48. During 1068, all three televisien 4 networks spent $4.01. per TV 
home for programs they a produced (ot which about nalf- was f news and 


Or Ss 
public affairs) and $9.34 per Ty home for purchases of 6 ae and pro- 
grain rights from Panensseor 3 total of $13.35 per Ty heme. When a pro- 
gram supplier gos ae rights Fon a network § ehowing to 4: vain the 
supplier understands ei. this covers 4 nationwide transmis ee and the 
program owners are fully compe asated in the prices CATV eft fectively 
gives the program greeter nati onal exposure (e.g. in markets with less 
that 3 stetion)» ghich 1S wae oe networks < desire. Chis: carriage 
of network programs (which the FCC requires locally) $ shou | 
regarded 4s exposure to an audience which eae Ps ograin te ce 
not in ended to rea ache «nite Pools recognized that CAT A will 
reduction of perhaps 4% to 6% in the audience for. ne gee programing 
{ 


(from Ate cipated levels ‘Cen amen absence ot CATV) 3 Ris 19 nee excected to 
have 4 significant eegect.on she prices pea yt ne atworks fOr programs 
(para 28) a. 


Television Ctation Procramina 
Ona 
49. Television stations spend an average of ¢4,13 ver Ty home in 
their market (Area of Dominent : \ : 
} 


he qWence) fox produc | : 
prograns » much of wnich 1S ay local news OrOgrams » CATV carriage of 


local stations in their own a Bick: aqain does not constitute exposure LO 
an audience which the ppamacs were originally ! not int ange: to reach. 
Significant losses in local station audiences due to fraction 


3lization $n CATY tomes would undoubtedly effect sxpenditures for tocal 
programing But this is simply part of the impac Gt 


> ieee vibes x = i 
sa Che Bee ied 4 : 
oe a }- Aas ra 


+ifh eas oe: is 


aria 


Table 9 


COSTS OF. PROGRAMMING THE COMMERCIAL TV SYSTEM - 1968 


Millions Cost Per 

Or Dollars TV Home 1/ 
Programs produced by TV networks 2/ Sree, 5 ee a bat 
Programs supplied to 3 TV networks 3/ 32720 Doe 
Programs produced by TV stations 4/ Poe, 4,13 
Programs supplied to TV stations 5/ 220.7 3.84 
Total progranming costs ey ie Hoh Wh OE We 


source: Annual €inancial reports (FCC Form 324) from TV stations and 


ey 


By 


networks. 
ARDe reportseove sminizon PY homes on January |, 1969. 


Total program expenses reported by networks ($816.3 million) less 
distribution line costs ($48.8 million) and less costs of programs 
and? rights "purchased® ($537.0 million). 


Cost of programs, fees and rights purchased by networks. 


Total program expenses reported by stations ($458.4 million) less 
costs of programs and rights purchased. ($220.7 million). 


Cost of film and tape rentals ($157.5 million), outside news service 
. . . . Cs ‘ ~ 5 c > Ye ing ay if = 
($13.7 million), music license fees ($37.2 million) and other performance 


and program rights ($12.3 million). 


. 


ee 


problem discussed in Part Pe to the extent that a plan, such as ‘com- 
mercial substitution", reduces the CATV impact on financially weak 
local stations, it permits the stations to maintain their local pro- 
graming activities. 


Purchase of Programs and Rights by Television Statrens 


BOs Of the total of $220.7 million spent by television stations 

in 1968 for purchases of programs and rights (Table 9); $157.5 million 
was used to purchase syndicated programs, $13.6 million for outside news 
services, $37.2 million for music license Pees and 62.0 Million for 
other performance and program rights. Tavs totals ho $3.84 pers TV. home 
in the U.S. This annual expenditure per TV home varies somewhat by 
market size, with the larger markets generally reporting larger expendi- 
tures per TV. home (Table l0). In the top three markets--New York, Los 
Angeles and Chicago--the average was $6.34 per TV home. In the remaining 
top 100 TV markets, where CATV is most likely to carry distant stations, 
the average annual expenditure was $3.28 per TV home. 


ol. Where CATV carries many distant independent stations, some 
syndicated program series will le carried before (or concurrently with) 
their first broadcast in the market byalocal television station, thus 
negating the local station's market exclusive for these programs. ( How- 
ever, the exclusive is only broken for CATV subscriber homes). For 
purposes of rough calculations, it $5 assumed that about half the local 
station's syndicated programs will be so pre-released (or concurrently 
released) in CATV homes. 39/ It is estimated that an average second 

run for a syndicated program sells for 40% less than the first run in 
the same market. Thus, the loss of exclusives due to CATV carrying 
distant stations should prompt the local stations to lower their buying 
prices for syndication by amounts which would reflect a reduction of 
$.66 per CATV subscriber per year Gee le ane by ae. 40%). Furthermore, 
during non-network syndicated programing, the local stations may expect 
a maximum fractionalization of their audiences in CATV homes, and would 
lose an estimated 40% of their current shares. 40/ This loss would also 


39/ There are now sufficient syndicated programs to program seven or, 
more stations simultaneously in a market (3 of which are affiliates), 
since that is just what happens in Los Angeles. Thus locals sta- 
tions should be able to select a good deal of first-run syndicated 
material even when competing with four distant independents just as 
do the network affiliates in Los Angeles. Furthermore, although the 
syndicators now find it expedient to sell to the largest markets 
first, they may adjust their selling practices under conditions of 
expanded CATV (i.e. delay sales to largest markets which have their 
independents carried by many CATVs) to obtain first-run advantages 
in more markets, in order to maximize their profits. 


40/ Distant stations’ programs would probably be just as popular as 
local stations' non-network programing, except that the local sta- 
stations have the edge in carry over audiences from local news 
programs. 
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TABLE _10 


AVERAGE TV PROGRAM AND PROGRAM RIGHTS COST PER MARKET AND STATION 


Market Expenses for | Expenses Pez 

Markets, Ranked by Syndication, Music and Expenses Per Tv Home Per 

TV Homes in the ADI Other Program, Rights TY Home in Station in A 

(ARB Jan. 1970) (In Thousand Doblars) aire ADI the Market 

* Total Uses ; $ 220,700 Soot ' 
Average 1-3 : 

NY, LA, Chicago sh Oa5 925 6.34 Oe ie 

Average 4-6 

Phil., Boston, San Frans. fission Add » 80 
Average 7-10 

Teta CLV +5 Wash., Pitts. AGIs Shon tai 
Kjepage. 12-20, be 2,702 3.99 .89 
aoe ee 21-30) eee 1,827 alas 98 
Average 31-49 mos 2.88 Ps 8: 
Average 41-50 938 2566 68 
Average 51-60 802 gel, . 90 
Average 61-70 573 D sod .66 
Average 71-80 419 1.91 lowe 
Average 81-90 391 eon = 
Average 91-100 248 1,69 ar 
Average 4-100 sree es. 3.28 693 


Source: gv station 1708 Annual Financial Reports (FCC Form 324) and ARB 
ADI TV Households as of Jan. 1; 1970. 
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be reflected in the prices thats tne ee statias would be willing to 

pay to syndicators. Thus, instead $9.62 per subscriber (eG, 2o (minus 
$.66), the local stations will ee to spend $1.05 less ($2.62 x 40%) 

Or only Sl. of pers ubscriber for the same Pe as. They now pay $3.28 
per TV home. The a jifference oe $1.71 per subscriber is due to estimated 
loss of exclusivity Sno wowr rac ae of audience during br ‘oadcasts 
of syndicated programs. Whether cr not local stations will actually 
reduce their offers to buy Dywrenes calculated amount ; will depend to a 
large extent on whether a “commercial su metitution” plan or other 
arrancement relieves them of the financial burden of audience frac- 


tionalization. 


Compulsory Copyricht 21 Licensina and commercial substi tution 


oh es nder compulsory licensing, the CATVs would pay for the 

distant melee they Garry, on the Pacis of a specitied amount Or 
percentage. The prices charged by progran syndicators to TV stations in 
Mercte witn siaoiiicant CATV nenetration would have to reflect tne loss 
of exclusivity and the reduced local station audiences (due te fractionat=- 
ization) in CATV homes. This has already been es mated to be equivalent 
+o $1.71 less per subscriber than the current y3 f $3.28 per TV home; 
the $1.71 loss includes an estimate of $1.05 Hoes: Or Ack onalae eta ors 
Goara. 51) 


3. If the commercial substitution plan were i be put into effect, 

vie aie a Wate 
most UHF stations and atuivir stations in = oe markets would be shielded 
from the consequences Of fFractionalization as hey neta use the distant 


c 
stations’ aucienc r their own commercials. es is estimated that 
Bout Halt ofthe stations in the top 100 markets would be so shielded-+ 
Thus the average Loss to program owners due to eraetiouel tages 7 ($1.05 
mer subscri tber) i 


19) 
ct th 6 
Oo Ww 


reduced to >. o2y under the coms reial substitution 
pian. Under this plan the totai loss per subscriber tor program syndi- 
cators would there eee 18 ($1.72 less e.53) 5 
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Appendix 1 to Feonomic Report on CATV-TV Interface 


Calculation of the UNF _Hancicap tn TV Homes with All-Cnannel Sets 
1. An attempt is made here to quantify the UHE handicap aue to both 
tuner and antenna disadvantages in terms of loss of audience in aie 


’ 


> 
channel TY homes. This handicap may be expressed as 4 percentage as 
follows: 
Revorted UHF Share/UHE Set Penetration 


ME Handicap 4 = DOUSs Expected Share jf it were 4 VHE 


The reported share of the UHF station is Paseds Onn LOUeL TY sets, both 
VHF and all-channel, in the market area. Since our interest is only 
in all-chennel homes, Wwe divided the reported share by the percentage 
of UHF equipped bh “senolasieone sec penetration) Poet nesnarKel arec 
We have applied the above formula to network affiliated stations in 
five markets selected because (1) there are only chree stations in the 
peavicat., G2) only ae Petre ares. is que (3) att three have full 
network aifilation. 

fa The five markets and the data used in the handicap calucations are 
shown in Table 1.1 Audience share figures used are fro the ARB 

November, 1969, ralevision audience survey. UHF set penetration figures 
are from the same source. The expected shares used in tne network 
affiliate, analysis are regional averages of 3 station markets where the 

3 stations are either all VHF or all UHF, and where all three have full 
network affilation. These regional averages are shown in Table 1.2 and 

the markets fFauciuced, tn che regions are shown in Table 1.3. Average 
network shares are the averages OF ARB and Nielsen November, 1969 audience 
surveys, weighted by the number of sample diaries. 


= Because of the limitations in using sample diaries, and, becaus® of 
the apparent differences in popularity of programs in different markets, 
the measures we obtain for UHF handicap in all-channel set homes may only 
be considered as rough estimates. These results, for the 9 AM-Midoight 


time pericd, are summarized as follows: 


Metro Area ADL Tota oulrvey 
Handicap Handicap Area Handicap 


16.4% 26.64% 31.8% 
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t4on of UF Handicap for Network Affiliates, 1969 


Table lel Calcula 
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Network 
Fray 
jigiel ilie 
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evro Add ie Area 
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of 
market Region  UlF 
—_——_—__—— So — —— oo" ——— 
Deep 
12.2 21-0 


Jacksonville ae ees 
Sousa 


J 


Central 


opline 
Midwest 


AULsOureg 


Cnuxvi lie Mid 
South 

Louisville Trriustrial ire 

Vidwest rr on Urea 20.2 29.0 | 9b bly Ble ib! 26677  2/te05 23.80 29 28 28 Rae 14.1 15-0 
SAU; Central 
28.147 18.98 L5eck 50.1 9 
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Table 1.2 Regional Averages of Audience Share by network, 1969_1/ 


Share of | 
9 am-widnight Audience. 
Region’ Network Metro ADI i> Toted Survey Area 
“4g South ABC | 32 29 30 
Chast 36 ot 36 
~ NBC , 32 | 34 34 
Deep South ABC 28 nee a 28 
CBS 40 AO"; A? 
NBC 32 33 30 
Industrial 
Midwest ABC 29 28 28 
CBS 39 40 ; iO 
NBC 32 oe 32 
Central 
tidwest ABC 32. 30 30 
CBS : 34 38 ~ 37 
NBC 34 24 33 


Source: ARB and Nielsen, November, 1969, Audience surveys 


1/ Markets wsed to calculate the averages are chown pyiregion in Table 1.3: 


Table 13 Markets included in regional analysis of network 
sudience shares, 1969 


Deep Mid 
South South. 


Charleston, S- Gay) Chattanooga 
“Mobile-Pensacola Little Rock 


Orlando-Daytona 
Eeach Memphis 


New Orleans oy 


—— aan 


ee 


Excluded from the metro and kOe. sc 
Only the shares of network affiliated 


Excluded from +he metro area calculations. 


Industrial 
Midwest 


7“_o 


Columbus, Ohio 


Fort Wayne 


Peoria 


South Bend- 
Elkhart 


Youngstown 


define a metro area for this market. 


stations 


Central 
_Midvest 


Cedar Rapids-Waterloo 


Davenport-Rock Téiand=io line wh 


Des Moines-Ames 


Fargo-Valley City. 3/ 


Kansas City 


Omaha he : 


Wichita~Hutchinson 7 


alculations because of extremes in the data. 
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Appendix 2 to Economic Report on CATV-TV Interface 


San Diego CATY Viewing Studies 

Calculations of the San Diego network affiliates’ share of 
audience in CATV homes are based on the weighted average shares of 
two surveys conducted by the American Research Bureau CARB) 30 
February and March, 1969 Beavie70.) table 2,1 shows. the detailed 
calculations-. 


Adjustments have been made to ene basrc data S° that San Diego 
would approximate 4 3 VHF station market with CATV systems importing 
4 distant independent stations. The adjustments are as follows: 


(1) A portion Re eAnG's Share heerbeen given Fo XETV. 
Network duplication protection ae now comprcte and 
apparently some of the ABC network audience watched 

KABC racher than KETV. The assumption has been made 
that the shares of the other Los Angeles network 
affiliates reflect non-network programming > so the 
share of KABC has been reduced CO that of KNXT in Los 
Angeles. 


(2) An estimate has been made of the share of KHJ (Los 
Angeles) KHJ was not reported because physical Limitations 
allowed ARB Co report only 10 stations. The estimate of 
5,0 share points to KHJ is the average of the shares of 
the three other yur independents in Los Angeles: 


(3) An esteaate has been made of the share of the San Diego 
ETV station and a Mexican Spanish Language station 
totaling 1-5 share points, 45 the balance of 6.5 points 

unaccounted viewing Less 5.0 paints —e KH. 

(4) The remaining shares of Los Angeles network affiliates 

(8.5 points) have been distributed between the san Diego 
network affiliates C&S points) and Los Angeles indepen 
dents (4.9 points) to approximate the share gain in non” 
network programming when no distant networks affiliates are 
imported. 


(5) The 4.0 share points of the San Diego UHE independent and 
ETV and the Mexican independent have been distributed evenly 
between the San Diego affiliates and Los Angeles independents 

to approximate the shares if San Diego were a 3 station 
market importing 4 VHE independents - 
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- INTRODUCTION 


The data appearing in this report were extracted frem ARB Television 
diaries from the February/March 1970 Measurement Period. Two groups 
of diaries were used: ; 


1) ALI Tetevision Market Report in-tab diaries from 
San Diego County, California. 


2) An oversample of only CATV homes in San Diego County. 


It must be emphasized that the oversample diaries (group #2 above) 
were not used as source data in the preparation of -ARS's February/ 
Be 1 


March 1970 San Diego Television Market Report -~ only group #1 diaries 
were used for that purpose. 


Group 1 diarics Were divided into CATV/Non-CATV and group 2 diaries 
were merged with the CATV portion. The reporting format is as 
requested by the Federal Communications Commission. 


SURVEY AREA 


San Diego County, California 


SAMPLE 
ESTIMATED - TV HOUSEROLDS 
TV HOUSENOLDS © ~=—-_TABULATED _ 
CATV | . <= 88 
CATV (oversample) | coe | 87 
TOTAL CATV 55,200 175 
NON-CATV 339,400 477 
TOTAL 394, 600 652 


TELEVISION STATIONS REPORTED 


STATION FCC AUTHORIZED : CHANNEL AFFILIATION 
KNXT Los Angeles, Ca. 2 CBS 
KNBC Los Angeles, Ca. 4 NBC 
KTLA Los Angeles, Ca. > IND 
KETV Tijuana, Mexico 6 ABC 
KABG Los Angeles, Ca. q ABC 
KFMB San Diego, Ca. 8 CBS 
KOGO San Diego, Ca. 1 Se NBC 
KTTV Los Angeles, Ca. ll IND 
KCOP Los ests Ca. 13 IND 
KCST San Diego, Ca. 39 IND 
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DESCRIPTION OF AUDIENCE CATEGORIES 


Data in this report are presented as Metro Rating (Col. 1) and 
Metro Share (Col. 2) for CATV and Non-CATV Distributions. 


METRO RATING (Col. 1) - A Metro Rating is defined as the percentage 
of the TV households estimated to have been reached by a reported 
station during the average quarter hour of a reported time period. 

If a Metro Rating is estimated to be less than 0.5% for a time period, 
the symbol (-1) is used; this symbol is not intended to imply that 

no viewing occurred. : 


METRO SHARE (Col. 2) - Metro Share is the percentage of all viewing 
households estimated to have been acquired by each reported station 
during a reported time period. Shares are based on Households 
Using Television (HUT), and thus it is possible for the sum of 
shares to exceed 100%. It should be noted also that Metro Shares 
are calculated from unrounded ratings and HUT; since these latter 
are published as rounded estimates, it is possible for two stations 
with identical reported Metro Ratings to have different Metro 
Shares. 
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SPECIAL NOTICES 


This Report was produced for the Federal Communications Commission © 
as a one time only special order and is not part of ARB's regular 
service. 


To conform to the Metro Rating and Metro Share format as requested 
by the FCC, this report was produced on the IBM 7090 System and not 
the cpc 3300 System which ARB presently uses to tabulate Local 
Television Market Reports. ; 


It must be realized that the raw data from which this report was 
produced includes a special diary oversample of only CATV homes in 
San Diego County. This oversample was merged with the regular 
February/March 1970 jin-tab diary sample. 


The methodology used in preparing this report parallels that used 
by ARB in the production of its market reports. The Limitations 
which apply to the market reports also apply to these data. » These 
limitations have been reprinted and enclosed with this report for 
the user's convenience. 


Stations indicated with a double asterisk (**) have audience 
estimates on less air time than stations which are not {ndicated. 


Due to technical difficulties, station ECST was off the air from 
2.01 PUM, ceo. 2:09eF iM.) on Saturday, February 25, 1970. 
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SAN DIEGO COUNTY, CALIFORNIA 
AVERAGE QUARTER HOUR ESTIMATES 
RATING AND SHARE BY CATV AND -NON- CATV 
(ARB FEBRUARY/MARCH 1970 TV DIARY DATA) 


DAY PART STATION CATV __NON-CATV__ 
: RATING SHARE RATING SHARE 


MONDAY-FRIDAY 


9 AM TO 12 NOON KNXT | a) | =) 
KNBC 1 aus a1 
KTLA #1 ol 
XETV 1 6 Pua! 10 
KABC 2, 9 oe 
KIMB 3 19 5 37 
KOGO 6 38 5 39 
KTIV a1 1 
KCOP 2g 10 af 
HUT ' 17 13 
NOON TO 5 FM eer es 2 1 3 
KNBC 1 ier Lt 3 
KTLA t b «i 
XETV 3 15 aT yal 
KABC 2 10 1 2 
KEMB 6 27 9 42 
KOGO 4 19 5 23 
KTIV a: by a & 
KCOP 1 6 ai 
+k KCST 1 4 at 2 
HUT 23 22 
5 PM TO 7:30 FM KNXT ne 4 1 3 
KNBC a 5 1 2 
KTLA 3 6 1 1 
XETV 6 11 13 26 
KABC 4 8 1 2 
KFMB 1L 21 14 29 
KOGO 8 16 12 24, 
KITV 4 7 1 1 
KCOP 7 13 2 4 
KCST a ts 2 4 
HUT 52 50 


_%&k& ESTIMATES BASED ON LESS AIR TIME THAN UNMARKED STATIONS. 
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SAN DIEGO COUNTY, CALTFORNIA 
AVERAGE QUARTER HOUR ESTIMATES 
RATING AND SHARE BY CATV AND NON- CATV 
(ARB FEBRUARY/MARCH 1970 EV DIARY DATA) 


DAY PART STATION CATY NON- CATV 
ee ‘ Z f 1 ue 
RATING SHARE RATING SHARE 


MONDAY=FRIDAY 


5 PM TO 7:00 PM KNXT 2 4 L 3 
KNBC 3 6 4 2 
KTLA 3 7 1 1 
XETV is 10 WE 25 
KABC 3 7 1 2 
KEM 10. 19: pi 28 
KOGO 9 17 12 25 
KITV 4 7 1 ‘ 
KCOP 7 15 2 5 
KES . 3 2 oe 
HUT 51 49 
7 PM TO 7:30 IM _ KNXT 1 2 2 3 

KNBC 2 3 1 2 
KTLA 3 5 1 AG 
XELV 9 16 17 31 
KABC 6 10 1 2 
KEMB 15 25 . 17 30 
KOGO 8 13 12 21. 
KITV b 7 1 L 
KOOP 5 8 1 2 
KCST 3 5 3 6 

HUT 58 55 

11 PM TO 11:30 PM KNXT a : 1 

KNBC : 3 1 3 
KILA - 1 7 -1 
KABC 1 7 st , 
KEMB $13 233 6 oe 
KOGO 7 aa, 7 =» 
KITV 1 7 fe 
Kco¥ ee Be = 
KCST iB! = : : 

HUT 20 
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SAN DIEGO COUNTY, CALIFORNIA 
AVERAGE QUARTER HOUR ESTIMATES 
RATING AND SHARE Bz CATV AND NON-CATV 
(ARB FEBRUARY/MARCH 1970 TV DIARY DA'TA) 


DAY PART STATION - Lp eR ; __NON-CATV__ 
"a" VAN che RATING SHARE RATING SHARE 
MONDAY~ FRIDAY 
11:30 EM TO 1 AM KNXT el ay 
KNBC wi ol 
wee KTLA 1 9 a 
XETV 1 12 Ly 13 
KABC I =1. 
KFMB 2 2% AJ 20 
KOGO 4 36 a 47 
KTUV 1 ‘Dad wd 
KCOP wt ol 
wk KCST «1 ay} 
HUT eT 3 
SATURDAY 
9 AM TO 12 NOON KNXT 1 4 1 4 
KNBC ad ol 
KTLA wal. =I 
XETV 2 9 4 18 
KABC 1 5 #1 
KEMB 3 13 5 26 
KOGO 9 49 8 39 
; KITV 2 9 ok 5 
KCOP ail ay 
*k KCST -1 ~I, 
HUT : 19 20 
SUN THRU SATURDAY 
7:30 Po TO 11 KNXT 1 vA 3 3 
: KNBC Z 4 2 4 
KILA 2 4 1 1 
XETV 12 2% 15 27 
KABC 5 9 1 2 
KEMB 13 22 15 27 
KOGO 18 30 19 33 
KTIV ie 4 el 
KCOP 1 2 a: 
KCST a 1 1 1 
BRUT 59 56 


#k ESTIMATES BASED ON LESS AIR TIME THAN UNMARKED STATIONS. 
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SAN DIEGO COUNTY, CALIFORNIA 
AVERAGE CUARTER 1iOUR ESTIMATES 
RATING AND SHAPE SY CATV AD NON- CATV 
(ARB FEDRUARY/MARCH 1970 TV DIARY DATA) 


DAY PART STATION CATV __NON- CATV 
RATING SHARE RATING SHARE 
SUN THRU SATURDAY 


7:30 FN TO 9 M KNXT 1 9 2 3 
KNBC S 5 a 4 
KTLA 3 4 1 1 
XETV 14 22 18 29 
KABC 6 9 2 3 
KEMB 14 22 AUF 27 
KCGO 19 29 19 Bye 
KTIV 3 5 aL 
KCOP i a -1 
Lacy x 1 i 1 
HUT 66 62 
9 Pai TO LL FM , KNXT fe SH 2. 3 
KNBG Z 3} 2 4 
KTLA 2 4 al i! 
XETV yal “20 14 25 
KABC > 9 I 2 
KIMB 3, 723: 14 26 
F KOGO 17 zak 18 30 
KTIV 2 4 -1 
KCOP 1 2 -1 
KCSE it Wi -1 
not 55 52 
9 AM LO MIDNIGHT KNXT a 3 1 3 
KNBC 2 4 yk 3 
KTLA 1 4 -1 
XETV 5 16 8 ode 
KABC 3 9 1 2 
KFMB 7 ag 9 30 
KOGG 3 £3 3) 30) 
KTIV 2 6 he 
KCOP Z 6 A 2 
** XcsT 1L 5 lL 2 
HUT 34 32 
wk ESTIMATES BASED ON LESS AIR TEME THAN URQLARKED STATIONS. 
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SAN DIEGO COUNTY, CALIFORNIA 
AVERAGE QUARTER HOUR ESTIMATES 
RATING AND SHARE BY CATV AND NON-CATV 
(ARB FEBRUARY/MARCH 1970 TV DIARY DATA) 


DAY PART STATION CATV NON- CATV 
ae RATING SHARE RATING SHARE 
SUN THR SATURDAY 


SIGN ON/OZF KNXT 


1 a 1 3 
wk =KNBC bi 4 1 3 
. &* KYLA uf 4 ay 
*k = XETV 2 16 | 24 
“k KABC Z 8 aI 2 
ek KEMB 6 22 8 30 
& KOCO i] 24 8 30 
ek KTIV 2 6 -1 
#* KOOP ie 7 ih 2 
«kk KCST 1 3 1 2 
HUT 28 26 


dk ESTIMATES BASED ON LESS ALR TIME THAN UNMARKED STATIONS. 
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“ARB SPECIAL TABULATION 


SAN DIEGO 
CATV-NOW CATV SPECIAL REPORT 
AVERAGE QUARTER HOUR ESTIMATES 


_ FEB/MAR 1969 


SPECIAL NOTICES 


THE SAN DIEGO CATV-NON CATV SPECIAL REPORT WAS DESIGNED BY TUE FEDERAL COMMUNICATION 


COMMISSION AND WAS PRODUCED ON SPECIAL ORDER. IT IS NOT A PART OF ARB'S REGULAR 
SERVICE. 


THIS IS A SPECIAL TABULATION OF ARB AUDIENCE DATA AS SPECIFIED BY THE ORDERING CLIP 
ARB VIERING DIARIES USED FOR THE COMPUTATION OF THE AUDIENCE ESTIMATES PUBLISHED IN 
wHIS REPORT, EITHER IN WHOLE OR IN PART AS SPECIFIED BY THE ORDERING CLIENT, ARE THE 
SAME AS THOSE DIARIES USED IN THE REGULARLY PUBLISHED MARKET REPORT TO WHICd THEY Ab 
RELEVANT, FOR THE PURPOSE OF FURTHER TABULATION, ARB HOLDS ALL ORIGINAL MATERIAL Us 
IN ITS REGULARLY ISSUED REPORTS FOR EIGHTEEN MONTHS AFTER THE PUBLICATION OF THOSE 
REPORTS . 


SINCE THE MATERIAL AND METHODS USED IN THIS SPECIAL TABULATION ARE THE SAME 4S THOS) 
‘USED IN THE ORIGINAL MARKET REPORTS, ALL CONDITIONS AND LIMITATLONS APPLICABLE TO T 
MARKET REPORTS ALSO APPLY TO THIS SPECIAL ANALYSIS. THESE CONDITIONS AND LINITATIO 
ARE REPRINTED AND ENCLOSED WITH THIS REPORT FOR THE USER'S CONVENIENCE. . 
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DESCRIPTION OF SURVEY AREA 


COUNTY TV Hi TV HH 


ESTIMATES IN TAB 

San Diego, Ca. CATV 41,500 108 

San Diego, Ca. NON CATV 338,900 436 

STATIONS 
TV STATION IDENT IF [CATION 
AUTHORIZED BY FCC CHANNEL AFFILIATION 

KNXT LOS ANGELES, CA. 2 CBS 
KNBC LOS ANGELES, CA. 4 NBC. 
KT LA LOS ANGELES, CA, ) IND 
XETV TIJUANA, MX 6 ABG 
KABC LOS ANGELES, CA. 7 ABC 
KE MB SAN DLEGO, CA. 8 CBS 
KOGO SAN DIEGO, CA. 10 NBC 
KITV LOS ANGELES, CA. tL IND 
KCOP LOS ANGELES, CA. 13 IND 
KCST SAN DIEGO, CA, 39 IND 


DESCRIPTION OF AUDIENCE CATEGORIES 


METRO RATING (Col. 1) - A Metro Rating is defined as the percentage of above IV 
houscholds estimated to have been reached by a reported station during «Eas. Avie. 
quarter hour of a reported time peticd. If a Metro Rating is estimated to te less 
than 0.5% for a time period, the symbol (-1) is used; this ayuboh (29 Roe sie 
to imply that no viewing occurred. 


METRO SHARE (Col. 2) - Metro Share is the vercentage of all viewing households 
estimated to have been acquired by each reported station during a reported time 
period. Shares are based on Households Using Television (HUT), and thus it is 
possible for the sum of shares to exceed 100%. It should be noted also that ifetro 
Shares are calculated from unrounded ratings and HUT; since these latter are pub- 
lished as rounded estimates, it is possible for two stations with identical reported 
Metro Ratings to have different Metro Shares. 


SAN DINGO CATV-NON CATV SPECIAL REPORT 
AVERAGE QUARTER HOUR ESTIMATES 
PEB/HAR 1.969 >, 


DAY PART STATION CATV NON-CATV 
ce Rigs SHARE - RATING  SIARE 


MONDAY - FRIDAY 


9 am to 12 noon KNAT.: way -l wile 
SS yxeC. hed See age’ 7 
KTLA -i 1 -1 
XETV ee] 2 1 11 
KABC 1 8 -1 2 
| KEMB 7 41 5 36 
HOGO 5 25 5 39 
RILV 1 8 -4 J 
KCOP 1 5 -1 1 
HUT 18 13 
Noon to 5 pm KNXT -1 ogi 5 3 
KNBC ui asa, 1 3 
KTLA 1 5 -j 2 
SEY 4 16 5 23 
KABC 1 4 "ay o 
KEMB 9 33 7 30 
KOGO A 25 8 3h 
KITV 1 3 -j 
KCOP 2 8 ms 2 
*EKCST 1 3 1 2 
WUT 28 ioe 
5 pm to 7:30 pm KNXT it 2 1 2 
KNBC | 1 1 3 
KTLA 2 3 1 2 
XETV 6 i: ii 59 
KABC 5 8 1 2 
KFMB 14 26 15 30 
KOGO 17 31 15 31 
KITV il 3 -1 } 
KCOP 7 12 2 4 
KCST 1 2 2 4 
HUT 56 49 
S pm to 7 pm KNXT 1 ee. } 2: 
KNBC ‘ 2; 1 3 
KTLA 1 3 1 2 
XETV 6 10 10 22 
KABC 5 & » Bi 2 
KEMB 13 23 14 29 
KOCO 18 33 15 2 
KITV et 2 =i 
KCOP 7 13 2 d 
KCST 1 1 4 f 
HUT eee ence win GMARED. STATIONS 47 
KESTIMATES BASED ON. LESS ALR TiME THAN Vv IMARKED Silat LIONS. 
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SAN DIEGO CATV-NON CATV SPECIAL, REPORT 
AVERAGE Somat HOUR ESTIMATES 


FEB/MAR S262 


- DAY_PART STATION | CONEY _NON-CATV_ 
| RATING SHARE RATING ~ SHARE 
7 pn terse sven KNAT “1 1 a ts 
. KNBC =a we 1 2 
KTLA 2 3 1 2 
XETV 9 14 15 oF 
KABC 5 | 8 1 2 
KFMB 20 ens 18 32 
KOGO 14 23 16 28 
KTTV . 3 6 1 2 
KCOP 5 9 2 3 
KCST 2 3 1 2 
HUT | 61 56 
11 pmetenh $30 KNXT ~1 eal 1 2 
KNBC -1 i 1 3 
KTLA 1 3 <3 1 
XETV h ee 4 15 
KABC 5 17 1 3 
Ge 9 28 8 35 
KOGO 9 28 10 39 
KTTV 1 4 me 1 
KCOP 1 3, 1 1 
KCST =4 a 1 
HUT 32 2h 
11:30 pm to 1 am KNXT a ot 3 
KNBC -j -1 4 
RTLA 1 6 -1 1 
XETV A 26 2 23 
KABC ~1 il -1 1 
*EKEMB 5 30 2 22 
KOGO 5 314 5 47 
RTTV 1 4 -l 
KCOP 1 7 ~1 1 
. **&KCST Sy a -1 2 
HUT 15 10 


“ESTIMATES BASED ON LESS AIR TIME THAN UNMARKED STATIONS. 
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SAN DIEGO CATV-NON CATV SPECIAL REPORT 
“ AVERAGE QUARTER HOUR ESTIMATES 


FEB/MAR 1969 


DAY FARE STATION CATV’ NON-CATY 

of RATING SHARE RATING SHARE , 
2 
SATURDAY ‘ 
9 am to 12 Noon KNXT iS 4 me | Books 

KNBC -1 ~J 1 

KTLA -1 ~} 1 

XETV -1 2 2 9 

KABC 2 11 -1 2 

KEMB 6 31 6 30 

KOGO 9 &6 10 54 

KITV 1 5 -1 1 

KCOP -1 1 -1 1 

kk KCST -1 4 it 


HUT | 20 | 19 


SUN THRU SAT 


7:30 pm to 1] pm KNXT 1 1 “3s 3 
" KNBC 2 3 2 

KTLA 2 4 1 2 

XETV 13 22 13 22 

KABC 3 4 2 - 

KFMB 15 2h 15 26 

KOGO 20 33 22 39 

KTTV a 4 1 1 

KCOP 2 3 1 } 

KCST l 1 1 2 
HUT 60 56 

7:30 pm to 9 pm KNXT 1 1 2 < 

KNBC 3 4 3 5 

KTLA 2 3 2. 1 

_ XETV 15 23 14 22 

KABC 3 5 2 3 

KEMB 14 21 16 25 

KOGO 22 33 25 40 

KITV 2 3 1 1 

KCOP 3 4 1 1 

KCST 1 1 1 2 
HUT 66 62 


, **FSTIMATES BASED OS LESS AIR TIME THAN UNMARKED STATIONS. i” 
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SAN DIEGO CATV-NON CATV SPECIAL REPORT 
AVERAGE QUARTER HOUR ESTIMATES 
| FEB/MAR 1969 
“DAY PART STATION CATV. | NON-CATV 
RATING SHARE : RATING SHARE 
SUN THRU SAT (con'd) 


9 pm to ll pm KNXT 


1 1 1 3 
KNBC 1 1 2 A 
KTLA 3 5 1 2 
XETV 12 DT. 12 22 
KABC 2 4 a 3 
KE MB 15 poe | 14 tA | 
KOGO 18 33 20 38 
KITV 3 5) af 7 
KCOP 1 2 fA. 1 
KCST 1 1 1 1 
HUT 56 53 
— 9 am to Mnght KNXT i 2 i 3 
- KNBC 1 3 1 4 
. KTLA 1 A i. 2 
XETV 6 16 7 22 
KABC 2 6 1 2 
KFMB 10 26 9 28 
KOGO 11 29 12 36 
KTTV 2 4 ~1 1 
KCOP 2 6 1 2 
*k KCST A 2 1 2 
HUT S7 32 
“SIGN ON/SIGN OFF RNXT 1 2 1 3° 
“* KNBC 1 3 1 4 
, we KELA 1 4 1 , 
xk XETV 5 15 6 21 
sk KABC 2 6 1 2 
*k KEMB 8 26 8 28 
x KOGO 9 29 10 37 
* KTTV 2 5 S : 
“ke KCOP 2 fy, 1 ie 
x KCST 1 2 1 2 
HUT 30 26 


**XESTIMATES BASED ON LESS AIR TIME THAN UNMARKED STATIONS. 


Appendix 3 to Economic Report on CATV-TV Interface 


Kern County (Bakersfield) California CAT'S iewing Study 
Calculations of the Bakersfield network affiliates’ shares in 
CATV homes are based on a special ARB report for November 1968. Table 
3.1 shows the detailed calculations. 
Pte cnents have been made in the basic data to correct for 
programs not protected under non-duplication agreements, and to make 
the imported signals equivalent to four VHE independents. 
These adjustments ay 
‘OO E Peietribution of 8 share. points from the Los Angeles 
affiliates to approximate the share gain if Bakersfield 
stations were fully protected against program duplication. 
(2) A re-distribution of 4 share points to the Los Angeles 
independent stations and 3 points to the Bakersfield 
affiliates to approximate the share gains in non-network 


programming when no distant network affiliates are imported. 
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Table 3.1 - Audience Shares in CATV Homes, Bakersfield, Calif., 1968 


Correction Adjustment Final 
9 AM-Mid for to Assume Share 
Share Un-Protected 4 imported Adjusted Adjusted to- 
Station CATV Homes Tl erectams. ouenga le.) Monere* Base 10070 
Bakersfield 
KLYD( ABC) Rs) 
KERO (NBC) 26 
KBAK( CBS) re eee, Je Oe 
Total Local 
Net. Affils. 57 +8 +3 68 66 
Los Angeles 
KNXT(CBS). 4 
KNBC( NBC) sf 
KABC (ABC) 6 i 
Total Distant 
hat, Attils. 15 =o = 8) 0) 
KTLA(ind.) 9 
KHJ( Ind. ) 8 
KTTV( Ind) 9 
KOOP (Ind. ) 5 
Total Distant 


Independents 3h +4 35 34 


Total 103 103 100 


Source: Special ARB report, November 1968 
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ARB SPECLAL TABULATION 
KERN COUNTY WEST (BAKERSFLELD) 
CATV 
SPECIAL REPORT 
SURVEY PERIOD: November 6 thru 26, 1968 


SURVEY AREAS 


NON-CATV NON-CATV 
Ve TV HH 
ESTIMATES IN~-TAB 
Kern County West 61,000 187 
CATV CATV 
TV HH fy) ote 
ESTIMATES IN-TAB 
Kern County West we 22, 200 104 
. IDENTIFICATION 
TY STATION AUTHORIZED BY FCC CHANNEL AFFILIATION 
KLYD Bakersfield, Ca. 17 ABC 
KERO Bakersifeld, Ca. 23 NBC 
KBAK Bakersfield, Ca. ; 29 CBS 
KNXT Los Angeles, Ca. 2 CBS 
KNBC Los Angeles, Ca. 4 NBC 
KILA - Los Angeles, Ca. 5 IND 
KABC Los Angeles, Ca. 7 ABC 
KHJ Los Angeles, Ca. 9 IND 
KTTV Los Angeles, Ca. Lt IND 
KCOP Los Angeles, Ca. aS. IND 


This report was ordered by Covington & Burling. it.is not a part of ARB'S 
regular service, 
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Appendix 4 to Economic Report on CATV-IV Interface 


Commercial Substitution Plan 


As described in Second Further Notice of Pro d Maki j 
d c y C posed Rule Making in 
Docket 18397-A adopted June 24, 1970 by the Commission. ‘ 


Extract starting on pg. 3 of Further Notce, paragraph 5 


The essence of the proposal is that CATV systems in the 
top 100 markets a0) y+ an addition to local signals, may carry four distant 
independent signals gids but will be required to delete commercials from 
the independent distant stations they carry 8/ and replace them with 
commercials provided by the local stations ei as Lollows: 


(a) If there are independent UNF stations in the 
market, the commercials provided by these 
stations will be substituted. 


(b) If there are no independent UHF stations in 
an intermixed market, the commercials of the 
UHF network affiliates will be substituted. 


————e 


SS eee AED he nee 

6/ >We ipropose to use the definition set forth in the December 13th Notice 
-~- 100 designated markets and the 35-mile zone arties are free to 
comment on other proposals (c.g, COP 100 markets defined by ARB; top 

100 SSMA's, as defined by the U.S. Census Bureau). 


7/ In addition, we raise the question whether in markets which do not 
have 3 full network affiliates, CATV should be allowed to carry the 
Mnissing'' affiliate from a distant market. The figure four is used tenta- 
tively for the rule making proposal. The principle will be to give the 
CATV sufficient distant independent signals to permit the success 

of its operation in the major markets, and at the same time take into 
account the matter of undue impact on the local stations not participating 
in the commercial substitution plan. Thus, any figure selected could be 
jncreased or decreased on the basis of later experiences 


of it is contemplated that the CATV could bring in four non-network 
signals at one time, without regard to their nature (i,€e, including the 
signals of network affiliated stations during their non-network periods). 
The above deletion thus extends to the non-network portion of any distant 
network affiliates carried. The plan does not affect network programming; 
the local network affiliate would continue to receive the important 


carriage and non-duplication protection. 


9/ We request comment on the appropriate definition of the term, "local 
station" (e.g-; the system is within the 35-mile zone of the community 
to which the station is licensed). 
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Appendix 4, page 2. 


(c) In all-VHF markets or all UHF markets, after 4 period 
of two years to permit applicants for the new UHF 
stations time to obtain permits, the 
commercials of all the local gtations will 
be substituted. 


(d) Any local station, upon special showing of a 
threat to its viability or its ability to 
adequately serve the public, will also be 
given the right to provide their commercials 
for substitution. The station need not wait 
for impact resulting from CATV to seek such 
relief, but may do so at any time, by the sub- 
mission of an appropriate detailed showing. 


Any procedure for commercial insertions in the distant signals will be 
satisfactory if agreed upon in writing by those local stations involved 
in supplying commercials for substitution, 10/ Under the proposal, 
CATVs may carry any number of distant non-commercial educatioral stations 
if no objection is made by the local educational licensee or permittee 

at the time he is informed of the system's intention to carry the distant 
stations. Upon request of such Licensee or permittee, the CATV would, at 
its own.expense, delete appeals for funds on distant stations and sub- 
stitute appeals provided by the local entity. 


I ee 

10/ In the absence of such agreement, the following procedure is proposed 

to make an equitable distribution; The number of distant signals will 
be divided equally among the eligible local stations in the market, with 
the local stations rotating the order of choosing distant signals each 
year; the first choice of any remaining distant signals will go first to 
the local station with first choice,,second to local stations with second 
choice, etc. For example if local stations A, B and C are to divide 

four distant signals, in the first year A will choose the first signal, 

B the second, C the third, and A the fourth. Ln the second year, B will 
choose first, ¢ second, etc., and in the third year, © will choose first, 
A second, etc. (L£ not enough distant signals are being prought in to 
provide a channel of commercial substitution for each UHF station, 
another equitable arrangement, such as rotation on a 

daily basis, may be employed). The order of choice for the starting 

year will be determined by the highest 30 second time charge in the 

station's published rate card in effect on September 1 last ~~ the 


‘ station with the lowest rate will have first choice, second lowest 


second choice, etCe 
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